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( H e a r i n g commenced a t 10:03 a.m.) 

CHAIRMAN ARMSTRONG: We a r e on t h e 

r e c o r d . Good m o r n i n g . 

COUNSEL: Cood m o r n i n g . 

MR. KURTZ: I t h i n k t h e Company has some 

 Your Honor. 

MR. CISH: Mr. C h a i r m a n , I want t o c l e a r 

up a c o u p l e i s s u e s o u t s t a n d i n g f r o m y e s t e r d a y ' s p a r t 

o f t h e h e a r i n g . The f i r s t was I b e l i e v e a q u e s t i o n 

t h a t you had r e g a r d i n g t h e p l a n n e d c o m m e r c i a l 

o p e r a t i o n d a t e o f t h e f a c i l i t y , and i n E x h i b i t 1 t o 

t h e REPA, t h e command -- w h i c h i s --  E x h i b i t A 

t o t h e REPA, c o m m e r c i a l o p e r a t i o n m i l e s t o n e i s 

J a n u a r y 31 o f 2017. 

And t h e n w i t h r e g a r d t o t h e d a t a r e q u e s t 

r e g a r d i n g r a t e i m p a c t s t h a t t h e V i c e - C h a i r had, we --

and we went back and l o o k e d a t what we had done f o r --

i n r e s p o n s e t o t h e d a t a r e q u e s t S t a f f 5-10 i n t h e 

M i t c h e l l c a s e , w h i c h p r e p a r e d k i n d o f i n c r e m e n t a l , 

a l m o s t  r e v e n u e r e q u i r e m e n t 

change where we had t h e 2014 t o 2015 p e r i o d w i t h t h e 

5.33 p e r c e n t r a t e i n c r e a s e and t h e n t h e p o s t - 2 0 1 5 

e i g h t p e r c e n t r a t e i n c r e a s e f o r a c u m u l a t i v e o f two --

o r f o r a c u m u l a t i v e 13 p e r c e n t r a t e i n c r e a s e , r e v e n u e 

r e q u i r e m e n t i n c r e a s e . 
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And what we —  what we u n d e r s t a n d i s 

t h a t we l o o k f o r what happens when we do t h e B i g Sandy 

1 c o n v e r s i o n and do an i n c r e m e n t a l r e v e n u e r e q u i r e m e n t 

i n c r e a s e , c u m u l a t i v e , and t h e same w i t h t h e ecoPower 

r e v e n u e , i n c r e m e n t a l r e v e n u e r e q u i r e m e n t and 

 

VICE-CHAIR GARDNER: Su r e . I mean, we 

can do t h a t now i f y o u ' d l i k e , Mr. C h a i r m a n , o r a t t h e 

 

Okay. W e l l , j u s t so we're on t h e same 

page --

MR. GISH: C e r t a i n l y . 

VICE-CHAIR GARDNER: -- I ' v e g o t a copy 

o f t h i s , o f what we're t a l k i n g a b o u t , t h e E x h i b i t 

i t s e l f --

MR. GISH: S u r e . 

VICE-CHAIR CARDNER: -- j u s t t o make 

s u r e . Do you m i n d h a n d i n g t h a t o u t t o t h e o t h e r 

 

MR. CISH: No p r o b l e m . 

MS. HARWARD: Can I have one t o o , 

p l e a s e ? 

VICE-CHAIR GARDNER: And t h i s i s , you 

know, a p o s t - h e a r i n g d a t a r e q u e s t . 

MR. KURTZ: Oh, t h a n k y o u . 
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VICE-CHAIR GARDNER: So l i n e -- so 

column 2, t h e way you've done i t h e r e was t h e M i t c h e l l 

o v e r l a p p e r i o d , t h a t --

MR.  Yes, s i r . 

VICE-CHAIR CARDNER: -- 17-month p e r i o d , 

and 1 guess what I ' d l i k e t o do t o use Mr. Wohnhas's 

more c u r r e n t number w o u l d be t h e -- f r o m h i s 

E x h i b i t 1, page 1 o f 1, use t h e 501,037 r a t h e r t h a n 

t h e 5 1 1 , 3 2 1 , so t h a t we have t h a t number c u r r e n t . 

Does t h a t make sense? 

MR.  Yes, s i r . 

COMMISSIONER BREATHITT: I s t h a t l i n e 

12? 

VICE-CHAIR CARDNER: T h a t i s l i n e 12. 

So t h e n w e ' l l g e t a new number f o r l i n e 13. W e ' l l g e t 

a new p e r c e n t a g e t h e r e . Okay? 

MR.  Yes. 

VICE-CHAIR CARDNER: Then i n colum n 

t h r e e , w e ' l l -- you know, w e ' l l do i t e x a c t l y as you 

had done b e f o r e , w e ' l l be g e t t i n g a new -- e x c e p t 

w e ' l l have a new l i n e 13 on t h e r e , b e c a u s e we w i l l 

have changed what t h a t -- and R a n i e i s n o d d i n g h i s 

head, so he u n d e r s t a n d s t h a t . 

And t h e n -- so w e ' l l have what t h a t 

i n c r e m e n t a l 2015 p e r c e n t change i s , and t h a t ' l l be a 
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d i f f e r e n t number. And t h e n -- so 

new c o l u m n f o u r . 

t h e n  l i k e a 
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MR.  Uh-huh. 

VICE-CHAIR CARDNER: Which i s t h e -- and 

l e t ' s do i t t h i s way: L e t ' s do i t w i t h t h e B i g Sandy 

U n i t 1 r e p o w e r , and t h e n -- so w e ' l l -- g o i n g down 

w e ' l l have a p e r c e n t change and an i n c r e m e n t a l , you 

know, i n --

MR.  C e r t a i n l y . 

VICE-CHAIR GARDNER: -- l i e n s 13 and 14. 

And t h e n s i m i l a r l y i n -- w e ' l l have a new colu m n f i v e 

f o r t h e ecoPower REPA, what t h a t i s , and t h e n w e ' l l be 

a b l e t o see what t h a t i n c r e m e n t a l change i s . 

MR. CISH: A b s o l u t e l y , s i r . 

VICE-CHAIR CARDNER: Okay. 

MR. OVERSTREET: And Mr. V i c e - C h a i r m a n , 

j u s t so t h a t I'm c l e a r , row 12 i s changed t o 501,037 

a l l t h e way a c r o s s ? 

VICE-CHAIR CARDNER: Yes. Yes. 

MR. OVERSTREET: Okay. 

VICE-CHAIR CARDNER: So t h a t we have 

t h o s e -- t h a t c u r r e n t . 

MR. OVERSTREET: A p p l e s t o a p p l e s . 

VICE-CHAIR CARDNER: R i g h t . Thank you 

a l l . Thank y o u , Mr. C h a i r m a n . 
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CHAIRMAN ARMSTRONG: Uh-huh. G e n e r a l . 

MS. HANS: We have no w i t n e s s e s , Your 

 

MR. KURTZ:  c a l l s Mr. A l a n T a y l o r 
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ALAN TAYLOR, c a l l e d by K e n t u c k y 

I n d u s t r i a l U t i l i t y C u s t o m e r s ,  h a v i n g been f i r s t 

d u l y s w o r n , t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

By   

CHAIRMAN ARMSTRONG: Have a s e a t . Speak 

up l o u d and c l e a r . Your name? 

THE WITNESS: My name i s A l a n T a y l o r . 

CHAIRMAN ARMSTRONG: What do you do, 

Mr. T a y l o r ? 

THE WITNESS: I do e n e r g y c o n s u l t i n g . 

 t h e p r e s i d e n t o f Sedway C o n s u l t i n g ,  

CHAIRMAN ARMSTRONG: And why a r e you 

he r e ? 

THE WITNESS: 1 am h e r e t e s t i f y i n g on 

b e h a l f o f t h e K e n t u c k y I n d u s t r i a l U t i l i t y C u s t o m e r s . 

I s p e c i a l i z e i n power p r o c u r e m e n t and e v a l u a t i o n o f 

power s u p p l y o p t i o n s . 1 do t h i s a l l a r o u n d t h e 

c o u n t r y , and 1 t h i n k t h a t t h e ecoPower t r a n s a c t i o n 

t h a t i s t h e s u b j e c t o f t h e h e a r i n g i s a v e r y e x p e n s i v e 

t r a n s a c t i o n and t h a t t h e r e a r e b e t t e r o p t i o n s o u t 

t h e r e i n t h e m a r k e t p l a c e t h a t w o u l d s a t i s f y t h e 
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l a u d a b l e g o a l s t h a t K e n t u c k y Power i s p u r s u i n g h e r e o f 

f u e l d i v e r s i t y and eco n o m i c d e v e l o p m e n t , b u t I t h i n k 

t h a t t h e r e a r e c h e a p e r o p t i o n s o u t t h e r e t h a t w o u l d be 

more e f f e c t i v e . 

CHAIRMAN ARMSTRONC: Welcome. 

THE WITNESS: Thank y o u . 

CHAIRMAN ARMSTRONC: Your w i t n e s s . 

MR. KURTZ: Thank  Your Honor. 

Q Mr. T a y l o r , do you have i n f r o n t o f you 

a document marked d i r e c t T a y l o r [ s i c ] o f A l a n S. 

T a y l o r ? 

A Yes, 1 do. 

Q Was i t p r e p a r e d by you o r u n d e r y o u r 

d i r e c t s u p e r v i s i o n ? 

A  i t  

Q  1 was t o ask you t h e same q u e s t i o n s 

as t h o s e c o n t a i n e d t h e r e i n , w o u l d y o u r answers be t h e 

same? 

A Yes, t h e y w o u l d . 

Q Any a d d i t i o n s o r c o r r e c t i o n s ? 

A No. 

MR. KURTZ: Your Honor, 1 t e n d e r t h e 

w i t n e s s f o r c r o s s . 

CHAIRMAN ARMSTRONG: Mr. C i s h . 

MR. CISH: Thank you , Mr. C h a i r m a n . 
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By Mr. G i s h : 

5 Q Good m o r n i n g , Mr. T a y l o r . 

6 A Good m o r n i n g . 

7 Q Can you t u r n t o y o u r t e s t i m o n y on page 

8 6, p l e a s e ? 

9 A Yes . 

10 Q And on l i n e s 2 and 3 o f page 6 you 

11 t e s t i f y t h a t you have seen 2 0 - y e a r REPA p r o p o s a l s 

12 o f f e r e d f o r p r i c e s l e s s t h a n a t h i r d o f t h e ecoPower 

13 REPA p r i c e ; i s t h a t c o r r e c t ? 

14 A  

15 Q And i n r e s p o n s e t o t h e d a t a r e q u e s t 1-2 

16 p r o p o u n d e d by K e n t u c k y Power, you n o t e d t h a t i n y o u r 

17 r o l e as an i n d e p e n d e n t e v a l u a t o r o f r e n e w a b l e 

18 s o l i c i t a t i o n s you r e v i e w e d o v e r 1,500 p r o p o s a l s f o r 

19 r e n e w a b l e e n e r g y ? 

20 A Th a t i s c o r r e c t . 

21 Q And i n r e s p o n s e t o S t a f f d a t a r e q u e s t 

22 1-1, you r e s p o n d e d t h a t w h i l e you c a n n o t p r o v i d e any 

23 d e t a i l s o f t h e REPAs t h a t a r e a t h i r d o f t h e p r i c e o f 

24 t h e ecoPower REPA due t o  a g r e e m e n t s --

25 A T h a t i s c o r r e c t . 
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1 Q  

1  -- s i m i l a r t o t h e  

2  s t h a t Mr. G o d f r e y e n t e r e d i n t o , you d i d 

3 i d e n t i f y t h o s e p r o j e c t s as b e i n g l o c a t e d i n Iow a , 

 M i n n e s o t a , N o r t h D a k o t a , S o u t h C a r o l i n a , and 

5 W i s c o n s i n ; i s t h a t c o r r e c t ? 

6 A   

7 Q Ckay. So none o f t h o s e p r o j e c t s were 

8 l o c a t e d i n K e n t u c k y Power s e r v i c e t e r r i t o r y ? 

9 A  

10 Q And none i n K e n t u c k y ? 

11 A No . 

12 Q None i n PJM? 

13 A I d o n ' t b e l i e v e so. 

14 Q And t h e s e p r o j e c t s were  

15 w i n d and s o l a r p r o j e c t s ; i s t h a t c o r r e c t ? 

16 A  

17 Q Were t h e r e any bi o m a s s p r o j e c t s i n t h i s ? 

18 A No . 

19 Q And can you t u r n t o page 16 o f y o u r 

20 t e s t i m o n y ? 

21 A Yes . 

22 Q The v e r s i o n I have l o s t t h e l i n e numbers 

23 i n t h e m i d d l e o f i t , b u t you t e s t i f i e d t h a t i n f a c t 

24 you have seen any p r o p o s e d r e n e w a b l e p r o j e c t s i n 

25 r e c e n t y e a r s t h a t c o u l d g e n e r a t e r e n e w a b l e e n e r g y and 
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RECs,  a t p r i c e s t h a t a r e l e s s t h a n f o r e c a s t e d 

p r i c e s f o r b r o w n power; i s t h a t c o r r e c t ? 

A T h a t sounds r i g h t , 1 j u s t want t o see 

t h e o k a y .  my v e r s i o n i t ' s a c t u a l l y a t t h e 

b o t t o m o f page 15. Yes. 

 And i n r e s p o n s e t o K e n t u c k y Power's 

d a t a -- you've h e a r d o f t h i s as a n e g a t i v e REC p r i c e , 

c o r r e c t ? 

A C o r r e c t . 

  r e s p o n s e t o K e n t u c k y Power d a t a 

r e q u e s t 1-15, a g a i n n o t i n g t h a t you c a n ' t p r o v i d e t h e 

d e t a i l s o f t h e p r o p o s a l , you t e s t i f i e d t h a t t h e s e 

p r o j e c t s a r e l o c a t e d i n A r i z o n a , C a l i f o r n i a , C o l o r a d o , 

 M i n n e s o t a , New M e x i c o , N o r t h D a k o t a , C r e g o n , 

S o u t h D a k o t a , and W i s c o n s i n , c o r r e c t ? 

A C o r r e c t . 

Q Ckay. And you a l s o t e s t i f i e d t h a t t h e s e 

were w i n d and s o l a r p r o j e c t s ? 

A  y e s . 

Q Your d a t a r e s p o n s e s a i d t h a t t h e y were 

w i n d and s o l a r p r o j e c t s . Do you have a copy o f t h a t 

i n f r o n t o f you? 

A 1 b e l i e v e so. Cne moment. Yes, t h a t ' s 

c o r r e c t , i n r e s p o n s e t o K e n t u c k y Power's q u e s t i o n 

number 15. 
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 So no bi o m a s s p r o j e c t s ? 

A T h a t ' s c o r r e c t . 

Q And, a g a i n , none o f t h e s e p r o j e c t s were 

l o c a t e d i n K e n t u c k y Power s e r v i c e t e r r i t o r y ? 

A T h a t ' s c o r r e c t . 

Q And none i n K e n t u c k y ? 

A  

Q And none i n PJM? 

A I do n o t b e l i e v e so, no. 

Q And so y o u ' r e f a m i l i a r w i t h r e n e w a b l e 

e n e r g y d e v e l o p m e n t i n t h e U n i t e d S t a t e s , I presume? 

A Uh-huh. Yes, I am. 

Q So y o u ' r e aware t h a t K e n t u c k y has -- i s 

a -- I t h i n k what w o u l d be d e s c r i b e d as a p o o r s t a t e 

f o r p o t e n t i a l w i n d d e v e l o p m e n t ; i s t h a t c o r r e c t ? 

A I w o u l d n o t c h a r a c t e r i z e m y s e l f as a 

r e n e w a b l e r e s o u r c e e x p e r t f o r K e n t u c k y . I t h i n k my 

e x p e r t i s e i s r e a l l y i n t h e s o l i c i t i n g o f power s u p p l y 

o p t i o n s and s e e i n g what t h e m a r k e t p l a c e comes up w i t h . 

I t h i n k t h a t t h a t ' s t h e r e a l f a i l u r e i n t h i s case i s 

t h a t t h e r e has n o t been s u f f i c i e n t e c o n o m i c b a c k d r o p 

w i t h w h i c h t o j u d g e t h i s t r a n s a c t i o n , and I t h i n k t h a t 

i t ' s n o t f o r me t o s i t on t h e s t a n d and t r y t o 

d e t e r m i n e what I t h i n k t h e p r i c e m i g h t be o f v a r i o u s 

r e n e w a b l e o p t i o n s o r e x a c t l y what r e n e w a b l e 
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t e c h n o l o g i e s m i g h t be a v a i l a b l e t o K e n t u c k y Power. I 

t h i n k i t ' s b e n e f i c i a l t o a c t u a l l y have a s o l i c i t a t i o n 

and l e t t h e m a r k e t p l a c e t e l l y o u . 

Q But ba c k t o my q u e s t i o n . K e n t u c k y i s 

n o t a s t a t e where y o u ' r e l i k e l y t o f i n d w i n d e n e r g y 

 ? 

A I   

Q You d o n ' t know? 

MR. GISH: Pass o u t what w i l l be mar k e d 

as K e n t u c k y Power E x h i b i t 1. 

Q And, Mr. T a y l o r , t h i s i s a map o f t h e 

U n i t e d S t a t e s e n t i t l e d A n n u a l A v e r a g e Wind Speed a t 

80 M e t e r s ; i s t h a t c o r r e c t ? 

A I a c c e p t t h a t r e p r e s e n t a t i o n , y e s . 

Q And i t ' s f r o m t h e N a t i o n a l Renewable 

E n e r g y L a b o r a t o r y ? 

A C o r r e c t . 

Q And i t l o o k s -- t h e d a t e a t t h e b o t t o m 

c o r n e r i s 1 A p r i l 2 0 1 1 ; i s t h a t c o r r e c t ? 

A T h a t ' s c o r r e c t . 

Q And t h i s map shows t h e w i n d speed a t 80 

m e t e r s , a v e r a g e a n n u a l w i n d speed a t 80 m e t e r s f o r t h e 

e n t i r e c o u n t r y . And 80 m e t e r s i s a r o u g h e s t i m a t e o f 

t h e hub h e i g h t o f a w i n d t u r b i n e g e n e r a t o r ; i s t h a t 

c o r r e c t ? 
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A T h a t ' s c o r r e c t . 

Q Okay. So i f you l o o k a t t h i s map, t h e 

c o l o r s t h a t a r e shown and t h e w i n d speeds t h a t a r e 

shown f o r E a s t e r n K e n t u c k y , K e n t u c k y Power s e r v i c e 

t e r r i t o r y , a r e among t h e p o o r e s t i n t h e c o u n t r y f o r 

w i n d r e s o u r c e s ; i s t h a t c o r r e c t ? 

A I mean, t h e r e c e r t a i n l y a r e some b r o w n 

c o l o r s i n t h e c e n t r a l a r e a . I d o n ' t know w h e t h e r 

t h a t ' s w i t h i n t h e f o o t p r i n t o f E a s t K e n t u c k y -- o f 

K e n t u c k y Power o r n o t . 

 But i n t h e e a s t e r n t h i r d o f t h e s t a t e , 

K e n t u c k y , t h e r e ' s -- i t i s a g r e e n t o d a r k g r e e n , 

w h i c h i s t h e s l o w e s t w i n d speeds a t 80 m e t e r s ? 

A T h a t i s c o r r e c t , a l t h o u g h t e c h n o l o g i e s 

have i m p r o v e d t o t h e e x t e n t o f new w i n d t u r b i n e s b e i n g 

a b l e t o e x t r a c t more e n e r g y f r o m l o w w i n d s p e e d s . 

I t h i n k t h a t t h e map i s i l l u s t r a t i v e o f 

where t h e a b s o l u t e b e s t p l a c e s t o p u t w i n d t u r b i n e s i f 

one i s j u s t l o o k i n g a t a n a t i o n a l p e r s p e c t i v e , b u t I 

s t i l l d o n ' t t h i n k t h a t t h i s says t h a t w i n d e n e r g y h e r e 

i n t h e e a s t e r n p a r t o f t h e s t a t e w o u l d n o t be 

e x c e p t i o n a l l y more c o m p e t i t i v e t h a n t h e p r i c e s t h a t 

have been p u t i n p l a c e f r o m t h e ecoPower t r a n s a c t i o n . 

 B ut t h e r e ' s no -- b u t t h e r e ' s n o t h i n g on 

t h i s map t h a t shows t h a t t h e r e ' s -- i t ' s c o n s i d e r a b l y 
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l e s s l i k e l y t o have w i n d r e s o u r c e s t h a n , say, t h e 

D a k o t a s , where you f o u n d where you have had y o u r 

e x p e r i e n c e ; i s t h a t c o r r e c t ? 

A No. I t h i n k i f y o u ' r e l o o k i n g f o r 

i n - s t a t e r e n e w a b l e s , I t h i n k i t ' s w o r t h t e s t i n g t h e 

m a r k e t p l a c e and s e e i n g what s o r t o f p r i c e s t h e y c o u l d 

p u t i n f r o n t o f yo u . I t h i n k y ou'd be i m p r e s s e d . 

 And K e n t u c k y i s n o t a -- o r E a s t e r n 

K e n t u c k y i s n o t a p a r t i c u l a r l y s t r o n g a r e a f o r s o l a r 

r e s o u r c e s ; i s t h a t c o r r e c t ? 

A I d o n ' t n e c e s s a r i l y know t h a t . 

C o m m e r c i a l and i n d u s t r i a l f a c i l i t i e s a r e o f t e n a good 

s p o t f o r r o o f t o p s o l a r  and t h a t may be 

a p o s s i b i l i t y . 

MR. GISH: I'm g o i n g t o pass o u t what 

I ' d l i k e t o have marked as K e n t u c k y Power E x h i b i t 2. 

Q T h i s i s a map a l s o f r o m t h e N a t i o n a l 

Renewable E n e r g y L a b o r a t o r y t i t l e d P h o t o v o l t a i c S o l a r 

R e s o u r c e s o f t h e U n i t e d S t a t e s ; i s t h a t c o r r e c t ? 

A T h a t ' s c o r r e c t . 

Q And i t ' s an O c t o b e r 2 0 t h , 2008, d a t e ; i s 

t h a t c o r r e c t ? 

A C o r r e c t . 

 And t h e -- a g a i n , t h i s i s c o l o r - c o d e d 

b a s e d on k i l o w a t t h o u r s p e r m e t e r s q u a r e d p e r day 
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measurement o f p h o t o v o l t a i c r e s o u r c e s ; i s t h a t 

c o r r e c t ? 

A Yes . 

Q And t h e c o l o r t h a t ' s a s s o c i a t e d w i t h 

K e n t u c k y Power s e r v i c e t e r r i t o r y a p p e a r s t o be r o u g h l y 

t h e same c o l o r a s s o c i a t e d w i t h t h e u p p e r p e n i n s u l a o f 

M i c h i g a n , u p s t a t e New Y o r k , and n o r t h e r n M a i n e ; i s 

t h a t c o r r e c t ? 

A Some o f t h o s e a r e a s . I t l o o k s l i k e 

t h e r e i s some p o t e n t i a l i n -- a g a i n , c l o s e r t o t h e 

c e n t e r p a r t o f t h e s t a t e . 

Q R i g h t . B ut i n t h e K e n t u c k y Power 

s e r v i c e t e r r i t o r y , i t ' s g r e e n , j u s t l i k e i t i s i n t h e 

u p p e r p e n i n s u l a o f M i c h i g a n ? 

A I see a l o t o f d a r k g r e e n i n t h e u p p e r 

p a r t o f M i c h i g a n . I see some l i g h t g r e e n i n what I 

t h i n k i s p r o b a b l y K e n t u c k y Power s e r v i c e t e r r i t o r y . 

Q Okay. Do you know what K e n t u c k y Power 

s e r v i c e t e r r i t o r y i s ? 

A From t h i s map, no. 

Q Do you know what i t i s g e n e r a l l y ? 

A G e n e r a l l y . 

Q Okay. Where i s K e n t u c k y Power s e r v i c e 

t e r r i t o r y ? 

A I t ' s t h e e a s t e r n , k i n d o f n o r t h e a s t e r n 
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p a r t o f K e n t u c k y . 

Q Based on t h e d a t a t h a t i s p r o d u c e d by 

t h e N a t i o n a l Renewable E n e r g y L a b o r a t o r y , i t a p p e a r s 

t h a t on a r e l a t i v e s c a l e , t h e E a s t e r n K e n t u c k y i s a t a 

d i s a d v a n t a g e f o r -- as compared t o o t h e r p a r t s o f t h e 

c o u n t r y i s a t a d i s a d v a n t a g e f o r s o l a r and f o r w i n d ; 

i s t h a t c o r r e c t ? 

A I w o u l d d e f i n i t e l y say t h a t t h e r e a r e 

b e t t e r g e o g r a p h i c a r e a s t h a n e a s t K e n t u c k y f o r 

l o c a t i n g t h o s e t e c h n o l o g i e s i f you were j u s t l o o k i n g 

a t t h i s f r o m a n a t i o n a l b a s i s . I d o n ' t t h i n k t h a t 

t h a t i n and o f i t s e l f , t h o u g h , w a r r a n t s n o t a s k i n g t h e 

m a r k e t f o r t h e i r b e s t o p t i o n s f o r m e e t i n g r e n e w a b l e 

e n e r g y needs o r d e s i r e s o f K e n t u c k y Power. 

Q And you w o u l d a g r e e t h a t b i o m a s s 

r e s o u r c e s p r o v i d e t h e b e s t r e n e w a b l e o p t i o n f o r 

E a s t e r n K e n t u c k y ; i s t h a t c o r r e c t ? 

A No, I w o u l d n o t . 

Q D e s p i t e t h e abundance o f woody 

r e s o u r c e s ; i s t h a t c o r r e c t ? 

A I t h i n k t h a t you need t o ask t h e 

m a r k e t p l a c e and t h e n r e v i e w t h e o p t i o n s t h a t a r e i n 

f r o n t o f y o u . 

 And a r e you f a m i l i a r w i t h t h e --

K e n t u c k y ' s 2008 e n e r g y p l a n ? 
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1 A Yes, I am. 

2 Q Okay. And t h a t s p e c i f i c a l l y c a l l s o u t 

3 bioma s s e n e r g y as a -- as a r e n e w a b l e a l t e r n a t i v e f o r 

4 K e n t u c k y ; i s t h a t c o r r e c t ? 

5 A As a p o s s i b i l i t y , y e s . 

6 Q Ar e you f a m i l i a r w i t h -- a r e you aware 

7 o f w h e t h e r o r n o t K e n t u c k y Power has c o n d u c t e d a 

8 r e c e n t RFP? 

9 A I know t h a t t h e y l o o k e d a t t h e B i g Sandy 

10 1 r e p l a c e m e n t They i s s u e d t h a t RFP a f t e r t h e y s i g n e d 

11 t h i s ecoPower REPA. 

12 Q Have you r e v i e w e d t h e RFP? 

13 A I g l a n c e d a t i t . 

14 MR. CISH: Pass o u t what i s t h e K e n t u c k y 

15 Power E x h i b i t Number  

16 Q Can you t u r n t o page 4 o f t h i s  

17 p l e a s e ? 

18 A  

19  I'm s o r r y . Can you t u r n t o S e c t i o n 4 o f 

20 t h i s document on page 6? 

21 A Yes . 

22 Q Okay. Can you l o o k a t S e c t i o n 4.1? 

23 A  

24 Q The Company i s s e e k i n g a l o w - c o s t 

25 b u n d l e d p r o d u c t f r o m PJM G e n e r a t i o n C a p a c i t y R e s o u r c e s 
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t h a t i n c l u d e t h e f o l l o w i n g : C a p a c i t y , e n e r g y , 

a n c i l l a r y s e r v i c e s , and  a t t r i b u t e s , i f 

a v a i l a b l e ; i s t h a t c o r r e c t ? 

A T h a t ' s c o r r e c t . 

 So r e n e w a b l e s were e l i g i b l e t o b i d i n t o 

t h i s RFP; i s t h a t c o r r e c t ? 

A They were e l i g i b l e . I f o u n d t h a t , i n an 

e l e c t r o n i c s e a r c h o f t h e document, r e n e w a b l e o n l y 

o c c u r r e d once, and t h a t was a c t u a l l y i n t h e f o o t n o t e 

a t t h e b o t t o m o f t h i s page 6, so I d o n ' t know t h a t I ' d 

r e a l l y say t h a t t h i s was o p e n i n g t h e d o o r w i d e open 

and e n c o u r a g i n g r e n e w a b l e b i d d e r s t o p r o p o s e 

 

Q But you have t e s t i f i e d t h a t r e n e w a b l e 

r e s o u r c e s a r e a v a i l a b l e and a r e c o m p e t i t i v e w i t h any 

o t h e r s o u r c e ; i s t h a t c o r r e c t ? 

A T r u e . 

Q A l l r i g h t . So t h e y w o u l d have n o t been 

d i s s u a d e d by t h e l a c k o f b e l l s and w h i s t l e s and 

l i g h t e d i n v i t a t i o n , c o r r e c t ? 

A I t h i n k t h e y w o u l d . I t h i n k t h e f a c t 

t h a t , f i r s t o f a l l , a r e n e w a b l e e n e r g y c o n t r a c t had 

j u s t been s i g n e d e a r l i e r i n t h e month, so any a p p e t i t e 

t h a t K e n t u c k y Power had f o r r e n e w a b l e s may have 

a l r e a d y been s a t e d by t h a t c o n t r a c t . 
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The f a c t t h a t t h e r e i s no RPS 

r e q u i r e m e n t i n K e n t u c k y I t h i n k a l s o has most 

r e n e w a b l e d e v e l o p e r s l o o k i n g f o r b e t t e r b u s i n e s s 

 e l s e w h e r e , where s t a t e s a r e r e q u i r i n g 

some p o r t i o n o f a u t i l i t y ' s s u p p l y p o r t f o l i o t o be 

r e n e w a b l e . 

I t h i n k t h a t i f you r e a l l y want t o 

e n c o u r a g e r e n e w a b l e b i d d e r s t o s u b m i t o p t i o n s , y ou 

need t o p u b l i c i z e i t more t h a n s a y i n g , "We're 

c o n s i d e r i n g c o n v e r t i n g a c o a l p l a n t , come t o K e n t u c k y 

and see what you can p r o v i d e . " 

Q B u t , a g a i n , you b e l i e v e t h a t r e n e w a b l e s 

a r e e q u i v a l e n t t o any o t h e r power s o u r c e , so t h e y 

s h o u l d have been a b l e t o b i d i n h e r e , i f a v a i l a b l e , 

c o r r e c t ? 

A I t h i n k t h e y were a l l o w e d t o b i d i n . I 

d o n ' t c o n s i d e r t h i s , t h o u g h , t o be a r e n e w a b l e 

 

Q B u t , a g a i n , you d o n ' t t h i n k t h a t i t 

needs t o be a r e n e w a b l e s o l i c i t a t i o n b e c a u s e you have 

t e s t i f i e d t h a t t h e p r i c e t h a t you've seen i s 

e q u i v a l e n t , so i f t h e r e were r e s o u r c e s o u t t h a t -- o u t 

t h e r e t h a t t h e y b e l i e v e d were c o m p e t i t i v e w i t h o t h e r 

gas, c o a l , t h e y w o u l d have b i d i n , c o r r e c t ? 

A Okay. To t h e f i r s t p a r t o f y o u r 
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q u e s t i o n , I d i s a g r e e . I t h i n k t h a t i f you want 

r e n e w a b l e r e s o u r c e s , you r e a l l y do need t o have a 

r e n e w a b l e s o l i c i t a t i o n where y o u ' r e o p e n i n g t h e d o o r 

w i d e , w i d e l y p u b l i c i z i n g i t as a s o l i c i t a t i o n f o r 

r e n e w a b l e power s u p p l i e s , and t h a t t h i s does n o t meet 

t h a t t e s t . 

Q D i d any r e n e w a b l e r e s o u r c e s u b m i t a 

p r o p o s a l i n r e s p o n s e t o t h i s RFP? 

A I d o n ' t know. I d i d n o t see t h e r e s u l t s 

o f t h i s RFP. 

Q The R -- t h e r e s u l t s o f t h e RFP was --

were p r o v i d e d i n t h e case s t u d y . D i d you r e v i e w t h a t ? 

A I d i d n o t . 

Q J u s t —  a g a i n , j u s t t o c l a r i f y , y o u've 

r e v i e w e d -- you've n e v e r r e v i e w e d a biom a s s r e n e w a b l e 

p r o j e c t t h a t p r o d u c e d a n e g a t i v e REC v a l u e ; i s t h a t 

c o r r e c t ? 

A I d o n ' t b e l i e v e so. 

Q And you n e v e r r e v i e w e d a b i o m a s s REPA a t 

p r i c e s t h a t were o n e - t h i r d l e s s t h a n t h e ecoPower 

REPA; i s t h a t c o r r e c t ? 

A I d o n ' t b e l i e v e so. 

 Can you t u r n t o page -- y o u r t e s t i m o n y 

a t page 17, and t h e r e ' s t h e q u e s t i o n t h a t s t a r t s , "But 

does t h e REPA expose t h e Company's c u s t o m e r s t o 
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f l u c t u a t i o n s i n d i e s e l f u e l p r i c e s ? " 

A Yes, I see t h a t . 

Q And you answer no, w h i c h i s c o r r e c t , 

t h e n you t e s t i f y i n t h e  s e n t e n c e , 

( R e a d i n g ) I f t h e c u r r e n t REPA were a p p r o v e d , t h a t 

c o u l d l e a d t o a n o t h e r r e g u l a t o r y p r o c e e d i n g i n t h e 

f u t u r e r e g a r d i n g an amended REPA w i t h y e t a h i g h e r 

 

And y o u ' r e t e s t i f y i n g h e r e w i t h r e g a r d 

t o i n c r e a s e s i n t r u c k i n g c o s t s , i s t h a t c o r r e c t , 

d i e s e l f u e l c o s t s ? 

A C o r r e c t , a l t h o u g h i t c o u l d go even 

b e y o n d t h a t . 

 You r e v i e w e d t h e REPA; i s t h a t c o r r e c t ? 

A Yes, I d i d . 

Q Okay. Do you have -- i s t h e r e any --

t h e r e ' s no p r o v i s i o n i n t h e REPA t h a t a l l o w s ecoPower 

t o u n i l a t e r a l l y change t h e a g r e e m e n t , c o r r e c t ? 

A T h a t ' s c o r r e c t . 

Q A l l r i g h t . T h e r e ' s no p r o v i s i o n t h a t 

a l l o w s ecoPower t o f o r c e any f u t u r e r e g u l a t o r y 

p r o c e e d i n g s b e f o r e t h i s Commission? 

A T h a t i s c o r r e c t . 

Q So even i f t h e c o n t r a c t becomes e c o n o m i c 

f o r ecoPower, t h e y have -- I'm s o r r y , u n e c o n o m i c f o r 
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ecoPower, t h e y c a n n o t f o r c e a p r o c e e d i n g , c o r r e c t ? 

A They c a n n o t , a l t h o u g h my b a s i s o f my 

t e s t i m o n y h e r e i s r e a l l y more a n e c d o t a l , what I ' v e 

seen o c c u r i n o t h e r s t a t e  and I s i m p l y 

w a n t e d t o b r i n g i t t o t h e a t t e n t i o n o f t h e Commission 

i s c i r c u m s t a n c e s where even t h o u g h t h e u t i l i t y and 

e f f e c t i v e l y , by t r a n s l a t i o n , t h e u t i l i t y ' s c u s t o m e r s 

a r e p r o t e c t e d f r o m c e r t a i n c o s t i n c r e a s e s because i t 

i s a f i x e d p r i c e c o n t r a c t , I have seen c i r c u m s t a n c e s 

w here, f o r i s s u e s t h a t were o u t o f t h e c o n t r o l o f t h e 

d e v e l o p e r , c o s t s went up, e i t h e r -- i n t h i s case i t 

c o u l d be d i e s e l p r i c e s , i t c o u l d be GHG c o s t s , what 

have y o u . 

Once an a p p r o v e d c o n t r a c t i s -- has t h e 

momentum o f r e g u l a t o r y a p p r o v a l and c o n s t r u c t i o n i s 

u n d e r way, o r p e r h a p s t h e f a c i l i t y i s e n t i r e l y b u i l t , 

i t ' s h a r d f o r a u t i l i t y and t h e c o m m i s s i o n t h a t ' s 

o v e r s e e i n g i t t o r e s i s t a t l e a s t  o f c o s t 

i n c r e a s e s t h a t m i g h t -- may be a may have been 

o u t s i d e o f t h e d e v e l o p e r ' s c o n t r o l . The ar g u m e n t i s 

a l w a y s made, "We're t h e d e v e l o p e r . We d i d t h e b e s t we 

c o u l d . T h r o u g h no r e a s o n o f  we've g o t 

t h e s e a d d i t i o n a l c o s t s t h a t w e r e n ' t f o r e s e e n when we 

came up w i t h o u r o r i g i n a l f i x e d p r i c e s . We need a --

we need a h i g h e r p r i c e o r t h i s p r o j e c t i s g o i n g t o go 
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i n t o b a n k r u p t c y and t h e j o b s a s s o c i a t e d w i t h i t and 

a l l o f t h e i n v e s t m e n t i s g o i n g t o d r y up." And i t 

c o u l d l e a v e a b l a c k mark on t h a t s t a t e ' s r e c o r d f o r 

t h e p r o m o t i n g o f r e n e w a b l e c o n t r a c t s , and i t may make 

o t h e r r e n e w a b l e d e v e l o p e r s l e s s l i k e l y t o c o n s i d e r 

d o i n g b u s i n e s s i n t h a t s t a t e . 

So k i n d o f w i t h t h a t t h r e a t , I have seen 

f i x e d p r i c e c o n t r a c t s g e t r e o p e n e d , h i g h e r p r i c e s 

n e g o t i a t e d and t h e c o m m i s s i o n b e i n g p l a c e d i n a 

p o s i t i o n where t h e y f e l t t h e y had t o a p p r o v e t h i n g s . 

Even t h o u g h what y o u ' r e l o o k i n g a t w i t h t h e ecoPower 

c o n t r a c t i n d e e d says i t ' s f i x e d p r i c e and t h i s i s t h e 

end o f t h e s t o r y , i t ' s n o t a l w a y s t h e end o f t h e 

 

Q But j u s t t o c l a r i f y , t h e r e ' s no 

p r o v i s i o n i n t h e REPA t h a t a l l o w s ecoPower t o f o r c e a 

f u t u r e C o m mission p r o c e e d i n g r e l a t i n g t o i n c r e a s e d 

 ? 

A   

Q And t h e r e a r e p r o v i s i o n s i n t h e c o n t r a c t 

t h a t r e l a t e t o what t h e i r -- t h a t p r o t e c t t h e c u s t o m e r 

i n t h e e v e n t o f a b a n k r u p t c y o f ecoPower; i s t h a t 

c o r r e c t ? 

A   

 And on page 18 o f y o u r t e s t i m o n y you 
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t e s t i f y r e g a r d i n g t h e a b i l i t y o f t h e ecoPower f a c i l i t y 

t o meet f u t u r e p o t e n t i a l c a r b o n e m i s s i o n s t a n d a r d s ; i s 

t h a t c o r r e c t ? 

A Yes . 

Q And t h e r e ' s n o t h i n g i n t h e REPA t h a t 

a l l o w s ecoPower t o u n i l a t e r a l l y change t h e REPA t o 

a d d r e s s f u t u r e r e q u i r e m e n t s t o i n s t a l l , o p e r a t e , o r 

m a i n t a i n a d d i t i o n a l p o l l u t i o n c o n t r o l e q u i p m e n t , i s 

t h e r e ? 

A T h a t ' s c o r r e c t . 

Q And u n d e r t h e REPA t h e r i s k o f i n c r e a s e d 

c o s t s t o o p e r a t e t h e f a c i l i t y a r i s i n g f r o m o p e r a t i n g 

t h i s a d d i t i o n a l h y p o t h e t i c a l c o n t r o l e q u i p m e n t l i e s 

w i t h ecoPower, n o t K e n t u c k y Power; i s t h a t c o r r e c t ? 

A T h a t ' s c o r r e c t , b u t , a g a i n , i t ' s t h e 

same i s s u e . I f c o s t s a r e n ' t as h i g h as have been 

e x p e c t e d , ecoPower w i l l e n j o y t h e b e n e f i t s o f t h e 

a d d i t i o n a l p r o f i t s . I f t h e y do end up b e i n g t o o h i g h , 

on t h e o t h e r end o f t h e s p e c t r u m , and i m p e r i l t h e 

p r o j e c t , t h i s c o n t r a c t c o u l d end up back i n f r o n t o f 

you a t some l a t e r d a t e . 

Q B u t , a g a i n , t h a t -- ecoPower c a n n o t 

f o r c e t h a t  

A T h a t ' s c o r r e c t . 

MR. GISH: I have no f u r t h e r  
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Mr. C h a i r m a n . 

CHAIRMAN ARMSTRONG: G e n e r a l 

 

By Ms. Hans: 

 Q Good m o r n i n g , Mr. T a y l o r . I have a 

11 q u e s t i o n j u s t f o r  Y e s t e r d a y I a s k e d 

12 Mr. P a u l e y , and I n e g l e c t e d t o f o l l o w up, and I j u s t 

13 w a n t e d t o know i f you know. And, a g a i n , a s i d e f r o m 

14 w h e t h e r t h e -- what y o u r o p i n i o n i s a b o u t t h e f i n a l 

15 t r a n s a c t i o n o r w h e t h e r t h e t r a n s a c t i o n w o u l d have even 

16 been a good t r a n s a c t i o n p r i o r t o t o d a y ' s d a t e , i f 

17 t h e r e had been a t r a n s a c t i o n o r a REPA b e t w e e n 

18 K e n t u c k y Power and ecoPower, i f t h e y had been a b l e t o 

19 a g r e e p r i o r t o 2013, and I t h i n k t h a t we had t e s t i m o n y 

20 y e s t e r d a y t h a t we're l o o k i n g a t p r o b a b l y t h e 2011 t i m e 

21 f r a m e , 2010, 2 0 1 1 , w o u l d ecoPower -- w o u l d t h e 

22 p r o j e c t , ecoPower p r o j e c t , have been e l i g i b l e f o r 

23 f e d e r a l i n c e n t i v e s o r s u b s i d i e s w h i c h a r e no l o n g e r 

24 a v a i l a b l e ? 

25 A T h a t i s c o r r e c t . 
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Q And what were t h o s e s u b s i d i e s and when 

d i d t h e y s u n s e t , f o r t h e r e c o r d ? 

A I d o n ' t know e x a c t l y when t h e y 

s u n s e t t e d . They were a s s o c i a t e d w i t h t h e f i s c a l 

s t i m u l u s l e g i s l a t i o n t h a t was p a s s e d a t f e d e r a l l e v e l . 

T h e r e was t h e S e c t i o n 1603 30 p e r c e n t c a s h g r a n t s t h a t 

K e n t u c k y Power r e f e r r e d t o i n t h e i r d a t a r e s p o n s e s . 

T h e r e were bonus t a x d e p r e c i a t i o n e l e m e n t s t h a t were 

a l s o i n e f f e c t a t t h a t t i m e and a r e no l o n g e r 

 

MS. HANS: Thank y o u , s i r . T h a t ' s a l l I 

 Your Honor. 

CHAIRMAN ARMSTRONG: Mr. Nguyen. 

MR. NGUYEN: Yes, Your Honor. J u s t a 

c o u p l e q u e s t i o n s . 

  * 

 

By Mr. Nguyen: 

Q Good m o r n i n g , Mr. T a y l o r . 

A Good m o r n i n g . 

Q Were you h e r e y e s t e r d a y f o r 
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Mr. G o d f r e y ' s -- when he t e s t i f i e d on t h e s t a n d ? 

A  I  

Q Okay. Were you h e r e f o r t h e p a r t where 

we d i s c u s s e d s o r t o f e v a l u a t i n g b i o m a s s REPAs v e r s u s 

w i n d , s o l a r , r e n e w a b l e e n e r g y p u r c h a s e a g r e e m e n t s ? 

A I b e l i e v e so, y e s . 

 Okay. And t h e n t h e r e c o u l d be some 

a d j u s t m e n t s t h a t were made so t h a t you c o u l d compare, 

you know, each o f t h o s e REPAs on an  

c o m p a r i s o n ? 

A R i g h t . 

 Okay. And he t e s t i f i e d t h a t w i t h 

r e s p e c t t o b i o m a s s and w i n d , t h a t w i n d REPAs a r e , i n 

g e n e r a l , l e s s e x p e n s i v e t h a n b i o m a s s . Would you a g r e e 

w i t h t h a t s t a t e m e n t ? 

A I w o u l d a g r e e w i t h t h a t s t a t e m e n t . 

Q Okay. And t h e n w i t h r e s p e c t t o s o l a r 

REPAs, t h a t t h e y were g e n e r a l l y c o m p e t i t i v e w i t h o r on 

p a r w i t h b i o m a s s REPAs. Do you a g r e e w i t h t h a t 

 ? 

A Not t h e ecoPower REPA p r i c e . And even 

t h e more  p r i c e d b i o m a s s --

Q W e l l --

A -- p r o p o s a l s t h a t I ' v e seen. 

Q L e t ' s j u s t s t a t e i n g e n e r a l , b i o m a s s 
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REPAs i n g e n e r a l f i r s t , i n c o m p a r i s o n t o s o l a r REPAs. 
I n g e n e r a l , a r e t h e y on a c o m p a r a b l e b a s i s ? 

A They u s e d t o be, b u t I ' d p r o b a b l y d a t e 

t h a t b a c k maybe two y e a r s o r so. S o l a r p h o t o v o l t a i c 

p a n e l p r i c e s have been c o m i n g down so f a s t t h a t t h o s e 

p r o j e c t s a r e now l o o k i n g more c o s t e f f e c t i v e t h a n 

b iomas  

 Okay. And s p e c i f i c a l l y w i t h t h e 

ecoPower c o n t r a c t , w i t h s o l a r REPAs i n g e n e r a l , a r e 

t h e p r i c e f o r -- j u s t on a p e r megawatt h o u r b a s i s , i s 

i t c o m p a r a b l e t o o t h e r g e n e r a l s o l a r REPAs? 

A No. I h e s i t a t e a l i t t l e b i t b ecause i n 

d e f e r e n c e , a c t u a l l y , t o K e n t u c k y Power, one c a n ' t l o o k 

n e c e s s a r i l y a t , s ay, s o l a r p r i c e s i n A r i z o n a and 

compare them t o what w o u l d be a v a i l a b l e h e r e i n 

 

The c e n t r a l p o i n t , r e a l l y , o f my 

t e s t i m o n y has been, t h o u g h , t h a t t h e y have t o ask t h e 

m a r k e t p l a c e . The m a r k e t p l a c e i s an a m a z i n g l y 

i n n o v a t i v e , and I t h i n k i n n o v a t i o n was one o f t h e key 

e l e m e n t s o f t h e G o v e r n o r ' s p r o g r a m . The m a r k e t p l a c e 

i s a m a z i n g l y i n n o v a t i v e a t p r o v i d i n g o p t i o n s . 

What t h e p r i c e o f s o l a r w o u l d be h e r e i n 

E a s t e r n K e n t u c k y o r i n s u r r o u n d i n g a r e a s , b e c a u s e I 

r e a l l y -- I h o n e s t l y d o n ' t b e l i e v e t h a t K e n t u c k y Power 
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s h o u l d l i m i t t h e i r r e n e w a b l e s e a r c h j u s t t o t h e i r own 

f o o t p r i n t . I t h i n k t h a t t h e y r e a l l y s h o u l d l o o k a t a 

s o l i c i t a t i o n t h a t c o n s i d e r s what s o r t o f premium t h e y 

w o u l d have t o pay f o r r e n e w a b l e power t o be r i g h t i n 

t h e i r f o o t p r i n t v e r s u s j u s t o u t s i d e o f t h e i r s e r v i c e 

 

B u t I d o n ' t know what s o l a r p r i c e s w o u l d 

l o o k l i k e . I sense t h a t g i v e n t h e t e c h n o l o g y c o s t s , 

t h e i r t r e m e n d o u s d e c l i n e and t h e e f f i c i e n c y i n c r e a s e s 

i n s o l a r PV p a n e l s , t h a t s o l a r c o u l d be c o s t e f f e c t i v e 

and, you know, much, much c h e a p e r t h a n t h e ecoPower 

 

MR. NGUYEN: Those a r e a l l t h e q u e s t i o n s 

I  Your Honor. 

CHAIRMAN ARMSTRONG: Q u e s t i o n s . 

VICE-CHAIR GARDNER: Thank y o u . 

* * * 

EXAMINATION 

By V i c e - C h a i r G a r d n e r : 

Q Good m o r n i n g , Mr. T a y l o r . 

A Good m o r n i n g . 
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Q My q u e s t i o n s a r e i n two a r e a s . One i s 

t h e p r o d u c t i o n t a x c r e d i t and t h e n t h e RECs. So i f 

you c o u l d f i r s t t u r n t o page 6 o f y o u r t e s t i m o n y . And 

t h i s i s t h e p a r a i n my v e r s i o n , i t b e g i n s on page 

9. Excuse me, l i n e 9, w i t h t h e s e n t e n c e , " I n 

a d d i t i o n , t h e p r o v i s i o n s i n t h e REPA." 

Do you see t h a t ? 

A Yes, I do. 

0 Okay. You say " a r e weak and v a g u e , 

e x p o s i n g t h e Company's c u s t o m e r s t o u n n e c e s s a r y r i s k s 

and c o s t s . " 

T e l l me what you mean by t h a t . What a r e 

t h e r i s k s and c o s t s and why a r e t h e p r o v i s i o n s h e r e 

weak and vague? 

A R i g h t . What I have seen as f a r as a 

c o n t r a c t i n g p r o p o s i t i o n i n o t h e r  a r o u n d 

t h e c o u n t r y r e g a r d i n g t h e S e c t i o n 45 p r o d u c t i o n t a x 

c r e d i t s o r any t a x c r e d i t s t h a t may be a v a i l a b l e i s 

p u s h i n g t h a t , t h e p u r s u i t o f t h o s e t a x c r e d i t s , o n t o 

t h e d e v e l o p e r and n o t  h a v i n g a p r i c e 

t h a t assumes t h a t t h e d e v e l o p e r d o e s n ' t a c h i e v e t h o s e 

p r o d u c t i o n t a x c r e d i t s . 

So what t h e ecoPower t r a n s a c t i o n , t h e 

ecoPower REPA does and what t h e Commission i s b e i n g 

a s k e d t o a p p r o v e i s a c o n t r a c t t h a t has a p r i c e t h a t ' s 
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1 a s s u m i n g g u a r a n t e e d f a i l u r e o f ecoPower t o a c h i e v e t h e 

2 PTCs. 

3 C o n t r a r y t o t h a t , t h e c o n t r a c t i n g 

4 s t r u c t u r e i n o t h e r p a r t s o f t h e c o u n t r y f r e q u e n t l y i s 

5 t o h o l d a s o l i c i t a t i o n , t o , by t h e c o m p e t i t i v e n a t u r e 

6 o f a s o l i c i t a t i o n , p u s h a l l d e v e l o p e r s t o t r y and 

7 d e v e l o p t h e i r f a c i l i t i e s on a s c h e d u l e and w i t h a 

8 m i n d - s e t o f c a p t u r i n g as much as o f t h e PTC b e n e f i t s 

9 as t h e y can and c o n v e r t i n g t h o s e PTC b e n e f i t s i n t o t h e 

10 l o w e s t p o s s i b l e c o n t r a c t p r i c e t h a t t h e y c o u l d o f f e r 

11 i n t h e  

12 So when y o u ' r e j u s t n e g o t i a t i n g w i t h one 

13 c o u n t e r p a r t y , you can end up w i t h t h e s e awkward and 

14 k i n d o f weak p r o v i s i o n s l i k e w h a t ' s i n A r t i c l e 7 o f 

15 t h e REPA, where t h e r e ' s no o b l i g a t i o n f o r ecoPower t o 

16 p u r s u e t h e PTC. 

17 MR. GISH: J u s t s o r t o f c a u t i o n h e r e 

18 when we g e t i n t o s p e c i f i c s o f t h a t p a r t o f t h e REPA 

19 r e g a r d i n g t h e p r o d u c t i o n t a x c r e d i t s , t h o s e t e r m s a r e 

20  

21 THE WITNESS: I u n d e r s t a n d . 

22 MR. GISH: Okay. 

23 THE WITNESS: And I w a s n ' t g o i n g t o t a l k 

24 a b o u t t h e p e r c e n t a g e s , b u t t h e r e a r e -- t h e r e ' s a 

25 g e n e r o u s p o r t i o n o f t h e PTC b e n e f i t s t h a t w o u l d be 
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a warded t o t h e ecoPower d e v e l o p e r i f t h e y were a b l e t o 

a c h i e v e t h a t . 

What we were h e a r i n g y e s t e r d a y i s 

c e r t a i n l y u n d e r t h e c u r r e n t d e a d l i n e s , i t may be 

r a t h e r d i f f i c u l t f o r ecoPower t o p u r s u e t h a t , b u t i n a 

c o m p e t i t i v e s o l i c i t a t i o n , t h o s e p e r c e n t a g e s t h a t a r e 

i n c o n f i d e n t i a l p e r c e n t a g e s t h a t a r e i n A r t i c l e 7 

a r e i n h e r e n t l y c r u s h e d down t o a v e r y s m a l l number as 

f a r as what t h e d e v e l o p e r w o u l d be r e a l l y k e e p i n g f o r 

t h e m s e l f , b e c a u s e t h e y ' r e u n d e r t h e c o m p e t i t i v e 

p r e s s u r e o f t r y i n g t o w i n t h e s o l i c i t a t i o n a t t h e 

l o w e s t p o s s i b l e c o n t r a c t p r i c e . 

COMMISSIONER BREATHITT: I'm s o r r y . 

What d i d you say? T h e y ' r e a t t h e t h e y ' r e u n d e r 

p r e s s u r e t o what? 

THE WITNESS: To b a s i c a l l y t a k e t h a t 

p e r c e n t a g e number o f what t h e y w o u l d g e t o u t o f t h e 

PTCs and p e r h a p s g i v e i t -- you know, go w i t h z e r o 

p e r c e n t and g i v e a i l t h e PTC b e n e f i t s t o t h e c u s t o m e r s 

and t h e l o w e s t p o s s i b l e REPA p r i c e t h a t t h e y w o u l d 

o f f e r . The l o w e r t h e p r i c e t h e y o f f e r i n a 

 t h e more l i k e l y t h e y ' r e g o i n g t o g e t 

awarded t h e c o n t r a c t by t h e u t i l i t y . 

Q Okay. L e t me ask t h i s . A g a i n , n o t 

g e t t i n g t o t h e s p e c i f i c s , b u t i s i t y o u r o p i n i o n t h a t 
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A r t i c l e 7, t h e t i t l e o f w h i c h i s S a l e and P u r c h a s e o f 

Renewable E n e r g y d e a l s w i t h p r o d u c t i o n t a x c r e d i t s 

u n d e r t h o s e p r o v i s i o n s ? 

A I d o n ' t have t h e REPA i n f r o n t o f  

b u t I b e l i e v e i t i s S e c t i o n 7.2 o r 3 o r 4 t h a t -- I 

may have r e f e r e n c e d t h e wrong s e c t i o n , I a p o l o g i z e , 

b u t t h e r e i s somewhere i n t h a t p a r t o f t h e REPA a 

r e f e r e n c e t o p r o d u c t i o n t a x c r e d i t s . 

MR. GISH: And, Your Honor --

Mr. C h a i r m a n -- o r Mr. V i c e - C h a i r , i t i s i n S e c t i o n 

7 . 1 . 

VICE-CHAIR GARDNER: 7.1? 

MR. GISH: Yes. 

A U s u a l l y t h e r e i s n o t t h i s k i n d o f t r y i n g 

t o c a r v e up p r o d u c t i o n t a x c r e d i t b e n e f i t s . As I say, 

i t ' s u s u a l l y embedded i n t h e p r i c e , and t h e n o f t e n 

t h e s e c o n t r a c t s i n c l u d e a s e l l e r t e r m i n a t i o n r i g h t , 

and t h a t ' s r e a l l y what i s more t y p i c a l . 

VICE-CHAIR GARDNER: Okay. Can I see 

t h e c o n f i d e n t i a l v e r s i o n . My v e r s i o n t h a t I have up 

h e r e i s --

Q Okay. So t h e c o n t r a c t -- so l e t me t r y 

t o summarize what you've s a i d t o make s u r e I 

u n d e r s t a n d i t . Y o u ' r e n o t s a y i n g t h a t t h e r e a r e any 

f u t u r e c o s t s o r r i s k s t o t h e c u s t o m e r s f o r -- r e l a t e d 
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t o p r o d u c t i o n t a x c r e d i t s , what y o u ' r e s a y i n g i s t h e 

way t h e c o n t r a c t i s s t r u c t u r e d i n t h e s o l i c i t a t i o n 

c r e a t e d , i n y o u r o p i n i o n , n o t t h e optimum, n o t t h e 

b e s t p r o v i s i o n s t o b e n e f i t c u s t o m e r s . I s t h a t a f a i r 

 ? 

A Yes . 

 I'm -- w i t h y o u r l a n g u a g e a b o u t r i s k s 

and c o s t s , I'm w a n t i n g t o make s u r e t h a t t h e r e a r e n o t 

g o i n g t o be -- i f t h e p r o d u c t i o n t a x c r e d i t s a r e n o t 

o b t a i n e d b e c a u s e a d e v e l o p e r d o e s n ' t g e t i t s a c t 

t o g e t h e r w i t h r e s p e c t t o f i n a n c i n g o r , you know, 

w h a t e v e r , t h a t -- I'm w a n t i n g t o make s u r e t h a t t h a t 

d o e s n ' t mean t h a t t h e r e ' s a d d i t i o n a l c o s t s t o t h e 

consumer. I s t h a t a c c u r a t e o r f a i r ? 

A T h a t i s . I guess my t e s t i m o n y had 

r e a l l y been t a k e n f r o m t h e p e r s p e c t i v e o f what I ' v e 

seen e l s e w h e r e i n t h e c o u n t r y , where t h e s t a t u s quo, 

i f you w i l l , i s t h a t t h e p r o d u c t i o n t a x c r e d i t 

b e n e f i t s w i l l f l o w t h r o u g h t o t h e c u s t o m e r s and t h a t 

i f t h e p r o d u c t -- i n t h e p r o d u c t i o n t a x c r e d i t s a r e 

n o t a c h i e v e d , t h e s e l l e r , t h e d e v e l o p e r has a 

t e r m i n a t i o n r i g h t t o say, " I s i m p l y c a n ' t p e r f o r m a t 

t h i s p r i c e anymore," and t h e n t h e c o n t r a c t d i s a p p e a r s . 

The way t h a t t h e ecoPower REPA i s 

s t r u c t u r e d i s t h e y ' r e b a s i c a l l y a s k i n g f o r a p p r o v a l o f 
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t h i s r a t h e r h i g h p r i c e , and t h e n i f t h e p r o d u c t i o n t a x 
c r e d i t s a r e a c h i e v e d o r t h e r e a r e some b e n e f i t s t o be 
d i s t r i b u t e d , t h a t t h e r e ' s a p r o v i s i o n f o r b r i n g i n g 
t h a t p r i c e down. 

Q Okay. And t h e o b l i g a t i o n i s on t h e 

d e v e l o p e r t o make t h e  i s t h a t c o r r e c t ? 

A T h a t i s c o r r e c t . 

Q Okay. And t h e p r o v i s i o n s o f t h e 

c o n t r a c t p r o v i d e an a l l o c a t i o n o f what t h o s e b e n e f i t s 

w o u l d be b e t w e e n t h e d e v e l o p e r o r ecoPower o r whomever 

and K e n t u c k y Power? 

A T h a t i s my u n d e r s t a n d i n g , y e s . 

Q And -- okay. So I u n d e r s t a n d t h a t . 

Thank y o u . 

L e t me t u r n t o y o u r a n a l y s i s w i t h 

r e s p e c t t o t h e RECs. And once a g a i n you t a l k a b o u t 

c o s t t o t h e c u s t o m e r s and t h e n e g a t i v e c o s t . And what 

I t h o u g h t I h e a r d t h e t e s t i m o n y y e s t e r d a y f r o m 

Mr. G o d f r e y , I b e l i e v e , was t h a t t h e r e i s -- i n a 

c o n t r a c t l i k e t h i s , t h e r e i s t h e r e ' s an a l l o c a t i o n , 

e i t h e r e x p r e s s l y o r i m p l i e d , b e t w e e n d i f f e r e n t 

e l e m e n t s such as c a p a c i t y , s u c h as e n e r g y , such as 

 a t t r i b u t e s , such as a n c i l l a r y s e r v i c e s , 

and t h a t t h i s -- w e l l , l e t me ask t h i s : I s t h e r e an 

e x p r e s s -- does t h e c o n t r a c t have an e x p r e s s 
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a l l o c a t i o n as t o what t h e d o l l a r amount a s s i g n e d t o 

RECs w i l l be? 

A No, i t does n o t . The a n a l y s i s I was 

p e r f o r m i n g was s i m p l y t h e k i n d o f a n a l y s i s t h a t you 

see u t i l i t i e s a l l a r o u n d t h e c o u n t r y c a l c u l a t e i n 

t e r m s o f a r e n e w a b l e premium o r a REC c o s t , where t h e y 

a r e s i m p l y t a k i n g t h a t r e n e w a b l e c o n t r a c t p r i c e and 

b a c k i n g o u t t h e b e n e f i c i a l e l e m e n t s o f a v o i d e d e n e r g y 

c o s t s a f t e r a v o i d e d c a p a c i t y c o s t s s i m i l a r t o what 

Mr. Wohnhas d i d i n h i s t e s t i m o n y . 

Q Okay. And l i k e w i s e , j u s t what t h e 

i m p u t e d o r i m p l i e d c o s t s w o u l d be f o r c a p a c i t y , I 

mean, i t ' s t h e -- i s t h a t f a i r ? 

A Yes. I mean, t h e s e a r e t h e t h r e e m a i n 

p i e c e s --

 Okay. 

A — o f  t h i s c o n t r a c t . I t has no 

a n c i l l a r y s e r v i c e v a l u e . 

Q Okay. So t h e n t a l k t o me a b o u t -- d i d 

you, i n y o u r t e s t i m o n y -- so, f o r e x a m p l e , on page 16 

o f y o u r t e s t i m o n y , and mine d o e s n ' t have l i n e s , so 

t h i s i s t h e q u e s t i o n a b o u t b a s e d on c o s t and s a l e s 

p r i c e e s t i m a t e s p r o v i d e d above, what r a n g e o f 

a b o v e - m a r k e t REC c o s t s m i g h t t h e Company's c u s t o m e r s 

be f o r c e d t o b e a r o v e r t h e t e r m . 

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634 



223 

I guess my f i r s t q u e s t i o n i s : L i k e my 

q u e s t i o n w i t h r e s p e c t t o t h e PTCs, t h i s i s n o t an 

a d d i t i o n a l c o s t t o t h e    e f f e c t , a 

l a c k o f a b e n e f i t o r  -- o r a d d i t i o n a l c o s t s t h a t 

were b u i l t  t h e --  n o t I n c r e m e n t a l c o s t s ;  

t h a t c o r r e c t ? 

A Yo u ' r e a b s o l u t e l y r i g h t . 

Q Okay. 

A These a r e n o t I n c r e m e n t a l c o s t s . 

Q Okay. So t h e n my n e x t q u e s t i o n  I f 

one uses -- o r y o u r answer  ( R e a d i n g ) I f one uses 

450  megawatt h o u r s p e r y e a r e s t i m a t e o f 

g e n e r a t i o n f r o m t h e ecoPower p r o j e c t , d a t a r e q u e s t o f 

$38 REC c o s t and a $6 REC s a l e s p r i c e . 

So you --  h e r e we were I m p u t i n g ,  

you  o r I m p l y i n g a $50 REC c o s t , and so t h e l o s s 

o r t h e c o s t comes  y o u ' r e s e l l i n g  b e t w e e n 2 t o $6 

and t h e and y o u ' r e -- one  I m p u t i n g a $50 REC 

c o s t , t h e n t h a t ' s where t h a t l o s s   you  

A E x a c t l y . E f f e c t i v e l y what I'm t r y i n g t o 

c a p t u r e h e r e -- maybe  b e t t e r t o t h i n k o f t h e 

ecoPower f a c i l i t y as a REC f a c t o r r a t e . T h a t ' s ,  

e f f e c t , t h e p r o p o s i t i o n h e r e , where K e n t u c k y Power's 

c u s t o m e r s  be p a y i n g a p a r t i c u l a r c o n t r a c t p r i c e , 

t h e f a c i l i t y  be g e n e r a t i n g c a p a c i t y and  
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t h e b e n e f i t s o f t h a t w i l l a l s o be a c c r u i n g t o t h e 

K e n t u c k y Power c u s t o m e r s . So e f f e c t i v e l y t h e r e ' s  

r e s i d u a l c o s t   e f f e c t , t h e y a r e p a y i n g f o r 

RECs t h a t a r e n o t c u r r e n t l y needed u n d e r any s o r t o f 

K e n t u c k y s t a t e s t a t u t e . 

Q So t h e y ' v e --

A  --

 g o t t a go t o t h e m a r k e t ? 

A R i g h t . So  you go t o t h e m a r k e t , 

t h e n , how much   c o s t  f a c t o r y t o p r o d u c e t h e 

RECs? The f i r s t p o i n t t h a t 1 want t o make h e r e  

t h a t t h e s e numbers a r e r a t h e r  1 us e d 

t h e K e n t u c k y Power's e s t i m a t e s o f 2017 and on o u t o f 

what t h e y t h o u g h t m a r k e t p r i c e s m i g h t be f o r e n e r g y 

and f o r c a p a c i t y . 

I f I used Mr. Wohnhas's numbers f o r t h e 

f i r s t y e a r  I n s t e a d o f a base case o f $50 p e r 

REC, we're r e a l l y l o o k i n g a t numbers t h a t a r e c l o s e r 

t o $78 --

 Ckay. 

A -- p e r REC. 

Q Ckay. W e l l , l e t me ask  So you do 

n o t o r  y o u r --  t h e way     one 

d o e s n ' t a c t u a l l y compute what t h e REC c o s t  What 

one does  l o o k a t what t h e e n e r g y and c a p a c i t y c o s t 
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 9   Z  

1 i s and t h e n s u b t r a c t t h a t ? 

2 A  

3 Q R e a l l y ? Okay. 

4 A So   t h e r e s i d u a l c o s t . 

5 Q  

6 A So f r o m a f a c t o r y s t a n d p o i n t , how much 

7 does i t t a k e f o r t h e s e RECs t o r o l l o f f t h e a s s e m b l y 

8 l i n e . 

9   

10 A And t h e $50 number  as I say, I t h i n k 

11 a v e r y c o n s e r v a t i v e number. 1 j u s t u s e d t h e f u t u r e 

12  t h a t were p r o v i d e d by t h e Company. But as 

13 f a r as a f i r s t - y e a r c o s t , where we were s e e i n g  

14   s t e s t i m o n y s o m e t h i n g a l o n g t h e l i n e s o f a 

15 n e t $35 m i l l i o n c o s t f o r K e n t u c k y Power's  

16  you d i v i d e t h a t number by t h e 450,000 megawatt 

17 h o u r s , y o u ' r e t a l k i n g a b o u t  f a c t o r y p r o d u c i n g 

18 RECs a t s o m e t h i n g c l o s e r t o $78 a megawatt h o u r . 

19  Ckay. So what y o u ' r e s a y i n g   

20 t h a t -- y o u r t e s t i m o n y  t h a t b ecause t h e p r i c e  

21   you  t h a t t h e a c t u a l base l o a d e n e r g y 

22 and c a p a c i t y , we know what t h a t  --

23 A  

24 Q -- t h a t t h a t ' s why t h e c o s t o f REC 

25 b u i l t -- t h e c o s t o f t h e REC p a r t o f  b u i l t  t h e 
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c o n t r a c t i s t h e r e f o r e g o i n g t o be much h i g h e r , and 

t h a t i f you t r y t o s e l l  o r when one s e l l s  

t h e p r i c e  g o i n g t o be l o w , so t h a t ' s where t h a t 

l o s s comes  

A E x a c t l y . 

Q I t ' s b a s i c a l l y a n o t h e r way o f a r g u i n g o r 

s u p p o r t i n g t h e p o s i t i o n t h a t t h e t h a t   a 

v e r y  p r i c e f o r r e n e w a b l e s ? 

A E x a c t l y . 

Q Okay. 

A 1 j u s t w a n t e d t o come a t  f r o m a 

d i f f e r e n t a n g l e . 

Q Okay. 

A C e r t a i n l y t h e  o f  b e i n g a REC 

  you   u s ed  o t h e r u t i l i t i e s t h a t 

have RPS    a common e v a l u a t i o n 

m e t r i c t o see w h i c h r e n e w a b l e r e s o u r c e r e a l l y  

p r o v i d i n g t h e RECs a t t h e l o w e s t p o s s i b l e c o s t , so 

w h i c h REC f a c t o r y makes t h e most sens e . 

Q Ckay. 

A The o n l y d i f f e r e n c e  1 a g a i n , 1 was 

f a i r l y c o n s e r v a t i v e h e r e . 1  n o t I n c l u d e a l l t h e 

c o s t s t h a t a r e g e n e r a l l y I n c l u d e d  o t h e r u t i l i t y 

 T h e r e ' s a d e b t e q u i v a l e n c e v a l u e o f 

maybe a n o t h e r $7 a me g a w a t t h o u r t h a t ' s u s u a l l y added 

McLENDCN-KCGUT REPCRTINC SERVICE, LLC (502) 585-5634 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

227 

on t o p o f t h i s number. And i n most u t i l i t y 

s o l i c i t a t i o n s t h e r e ' s any s o r t o f c o s t s o f 

t r a n s m i s s i o n u p g r a d e s t h a t a l s o f o r m s a t r a n s m i s s i o n 

a d d e r , so — b u t    a n u t s h e l l , a t a v e r y 

s i m p l i f i e d l e v e l ,  t h r e e m o v i n g p a r t s h e r e , a 

c o n t r a c t p r i c e and a c a p a c i t y and e n e r g y b e n e f i t s , 

  t h e c a l c u l a t i o n t h a t  --

Q Okay. 

A --  done by u t i l i t i e s a r o u n d t h e 

 

Q Okay. And t e l l me a b o u t t h e -- t h e r e  

no -- t h e c o n t r a c t p r i c e  n o t I n c r e a s e  t h e REC 

t h e RECs a r e s o l d f o r a low   j u s t t h a t 

o k ay. I u n d e r s t a n d . 

But t h e r e -- so what y o u ' r e — so now 

what I want t o do   a sk a few q u e s t i o n s r e l a t e d 

t o t h e s a l e o f RECs --

A C e r t a i n l y . 

Q -- and  t h e m a r k e t . And I guess  

t h e r e -- you've I n d i c a t e d t h a t t h e r e ' s no  -- t h a t 

t h e c u s t o m e r s do n o t have a   --    EPA 

a t some p o i n t s a y s , you know, c a r b —    a 

p r o b l e m , c a r b o n , c a r b o n f r o m a b i o m a s s f a c i l i t y o r 

c a r b o n f r o m any  you know -- so t h a t ecoPower 

d e t e r m i n e s o r  s u c c e s s o r d e t e r m i n e s t h a t  

McLENDCN-KCGUT REPCRTING SERVICE, LLC (502) 585-5634 



228 

u n e c o n o m i c t o c o n t i n u e , t h e r e ' s no expens e s a l l o c a t e d 

t o t h e c u s t o m e r s a t t h a t p o i n t . 

But what  --  t h e r e a  b e c a u s e 

t h e s e RECs a r e based on b i o m a s s , t h a t t h e i r v a l u e 

c o u l d be l e s s t h a n t h e v a l u e o f RECs g e n e r a t e d by  

o r s o l a r g o i n g f o r w a r d ? 

A T h e r e  a  o f t h a t . Maybe t o s t e p 

b a c k f o r a s e c o n d and r e a l l y j u s t t a l k a b o u t what 

t h e s e RECs a r e w i t h i n PJM. They have t h e GATS s y s t e m , 

t h e  G e n e r a t i o n A t t r i b u t e T r a c k i n g System. 

T h a t GATS s y s t e m b a s i c a l l y  s o m e t h i n g 

t h a t e v e r y r e n e w a b l e r e s o u r c e s i g n s up t o be a p a r t 

o f , and PJM u p l o a d s , I t h i n k on t h e t e n t h b u s i n e s s day 

o f e v e r y m o n t h , what t h e m e t e r g e n e r a t i o n was f r o m a 

r e n e w a b l e r e s o u r c e . And e v e r y megawatt h o u r , t h e n , 

t h a t comes o u t o f a r e n e w a b l e r e s o u r c e  t a g g e d  

a s e r i a l number and t r a c k i n g I n f o r m a t i o n a b o u t where 

 came f r o m , what t h e f u e l was t h a t went  

p r o d u c i n g t h a t , what t h e v i n t a g e  o f t h e g e n e r a t i o n 

o f t h a t REC, and when t h a t f a c i l i t y a c t u a l l y came 

 

So t h e n t h e owner o f t h o s e RECs can go 

 t h e m a r k e t p l a c e and t r y and s e l l t h o s e . 

T h r o u g h o u t PJM, t h o u g h , each s t a t e has d i f f e r e n t 

r u l e s . For ex a m p l e , a number o f t h e s t a t e s have s o l a r 
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RECs t h a t n eed --

Q R i g h t . 

A -- t o be p a r t o f t h e i r RPS r e q u i r e m e n t , 

so t h o s e m i g h t t r a d e a t a premium. I know New J e r s e y 

has r u l e s a g a i n s t p r o c u r i n g any b i o m a s s RECs u n l e s s  

can be p r o v e n t h a t t h e bi o m a s s  q u o t e , c u l t i v a t e d 

and h a r v e s t e d  a s u s t a i n a b l e manner, u n q u o t e . 

Q So t h a t w o u l d be t h e open --

A The c l o s e d l o o p --

Q C l o s e d l o o p , r i g h t . 

A -- b i o m a s s . So   an open l o o p 

u s i n g w a s t e wood f e a t u r e . O t h e r s t a t e s c o u l d a d o p t 

s i m i l a r  o f  

I ' d a l s o have t o say t h a t  my 

e x p e r i e n c e , t h e m a j o r i t y o f u t i l i t i e s t h a t a r e f a c i n g 

RPS  o f s t a t e r e q u i r e m e n t s t e n d t o s a t i s f y most o f 

t h e i r r e q u i r e m e n t t h r o u g h s i g n i n g l o n g - t e r m c o n t r a c t s , 

l o n g - t e r m REPAs. 

The REC m a r k e t o u t t h e r e  p r i m a r i l y 

u s e d f o r  o f t o p p i n g o f f a n n u a l  b u t 

we're t a l k i n g a b o u t a f a c i l i t y h e r e t h a t ' s g o i n g t o 

p r o d u c e c l o s e t o h a l f a m i l l i o n RECs p e r y e a r . I f 

t h e r e ' s no need f o r t h o s e  K e n t u c k y , w h i c h c u r r e n t l y 

t h e r e ' s no RPS s t a t u t e , and t h a t may change, b u t g o i n g 

on t h a t p r e m i s e f o r a moment t h a t t h e s e a r e now r e a d y 
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t o be dumped i n t h e m a r k e t , 1 t h i n k t h a t p u t s q u i t e a 

d e p r e s s i n g i n f l u e n c e on t h e m a r k e t p r i c e . 

A n o t h e r t h i n g t o n o t e a b o u t t h e s e RECs 

 t h e y do have a s h e l f  T h e r e a r e v a r i o u s s t a t e 

r e q u i r e m e n t s .  says t h a t h a l f o f t h e r e n e w a b l e 

e n e r g y must come f r o m w i t h i n s t a t e , and what  p u l l e d 

 f r o m o u t o f s t a t e has t o meet v a r i o u s o t h e r 

r e q u i r e m e n t s and c e r t a i n l y has t o be p r o d u c e d w i t h i n 

t h e l a s t  y e a r s . M a r y l a n d has a t h r e e - y e a r s h e l f 

 West V i r g i n i a has a o n e - y e a r s h e l f  

So  y o u ' r e t r y i n g t o s e l l t h e s e RECs 

t o say d i f f e r e n t   can be 

c h a l l e n g i n g . The b u y e r s a r e c e r t a i n l y g o i n g t o be 

l o o k i n g a t t h e i r own s t a t e r e q u i r e m e n t s and s e e i n g 

w h e t h e r y o u r RECs, as t h e y have been c a t a l o g e d and 

c e r t i f i e d t h r o u g h  CATS s y s t e m , a r e g o i n g t o a l l o w 

them t o be q u a l i f i e d w i t h i n t h e i r s t a t e RPS 

 

VICE-CHAIR CARDNER: A l l r i g h t . Thank 
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EXAMINATION 

By C o m m i s s i o n e r B r e a t h i t t : 

Q  GATS G-A-T-S? 

A C o r r e c t . C e n e r a t i o n A t t r i b u t e T r a c k i n g 

 

  t r y i n g t o t h i n k how t o be a r t i c u l a t e 

 a c o u p l e o f f o l l o w - u p q u e s t i o n s 1 have t o t h e 

 RECs a r e s o l d a t an a u c t i o n , o r can t h e y 

be b i l a t e r a l ? 

A They can be b i l a t e r a l ,   f a c t , 

 o v e r s e e n REC t r a n s a c t i o n s u s u a l l y on a b i l a t e r a l 

b a s i s m y s e l f . 

Q But a r e t h e y a l s o s o l d a t a u c t i o n ? 

A 1 b e l i e v e so. I -- s u b j e c t t o c h e c k . 

 So  t h e r e a REC c a t a l o g , so t o speak, 

where a REC p u r c h a s e r w o u l d go and l o o k a t an a r r a y o f 

o p t i o n s t o meet t h e i r p o r t f o l i o s t a n d a r d ? 

A They w o u l d p r o b a b l y g e t  t o u c h  a 

b r o k e r who w o u l d be more  t o u c h  c a n v a s s i n g t h e 

m a r k e t o f who may have RECs t o s u p p l y . T h e r e a r e --

und e r t h e CATS s y s t e m , t h e r e ' s even a b u l l e t i n b o a r d 

where — 

Q Okay. 
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A -- t h o s e who have RECs f o r s a l e can p o s t 

t h e i r o f f e r s . 

Q And y o u r t e s t i m o n y on page 7 t a l k e d 

a b o u t t h e ecoPower -- on  3 and 4, t h e ecoPower 

t r a n s a c t i o n RECs a r e l i k e l y t o be much h i g h e r t h a n 

c u r r e n t and f u t u r e REC p r i c e s . 

A C o r r e c t . 

Q And 1 t h i n k 1 am b e g i n n i n g t o 

u n d e r s t a n d , f r o m t h e c r o s s and t h e c o n v e r s a t i o n t h a t 

you and t h e  had, t h a t t h e l o w e r t h e REC 

p r i c e , t h e more l i k e l y   t o be o b t a i n e d o r 

p u r c h a s e d by someone n e e d i n g t h o s e c r e d i t s ? 

A C o r r e c t . 1 mean, f i r s t t h e r e needs t o 

be a need. So a u t i l i t y o r l o a d - s e r v i n g e n t i t y needs 

t o be  a s i t u a t i o n where t h e y a r e n o t c o v e r i n g t h e i r 

RPS o b l i g a t i o n  t h e amount o f g e n e r a t i o n t h a t t h e y 

have a l r e a d y s e c u r e d , r e n e w a b l e g e n e r a t i o n u n d e r 

 

So a s s u m i n g t h a t somebody   a 

d e f i c i e n t s t a t e , t h e y can see t h a t by t h e  t h e y 

g e t t o t h e end o f  y e a r -- t h e r e ' s a n o t h e r p o i n t 

t h e r e a b o u t t h e t i m i n g o f a l l  b u t a s s u m i n g t h a t 

t h e y ' r e g o i n g t o be  a d e f i c i e n t s i t u a t i o n , t h a t 

t h e y w o u l d go o u t l o o k i n g f o r REC p u r c h a s e s . 

What makes  a l i t t l e  d i f f i c u l t as 
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f a r as t h e t i m i n g i s t h e s t a t e s have d i f f e r e n t REC 

s e a s o n s . Some o f t h e s t a t e s a r e c a l e n d a r y e a r RECs, 

f r o m J a n u a r y 1 s t t h r o u g h December 31s; o t h e r s t a t e s 

have a REC season t h a t goes f r o m June 1 s t t o May 3 1 s t 

So  can g e t c o m p l i c a t e d as f a r as what a g e n e r a t o r 

o f RECs  a b l e t o p r o v i d e t o t h e s e d i f f e r e n t m a r k e t 

 

Q  an ecoPower REC  $50, o r you had 

  m i g h t be c l o s e r t o 78 --

10 A C o r r e c t . 

 Q -- c o u l d t h a t REC be c o u l d a REC 

p u r c h a s e be consummated a t a l o w e r p r i c e t h a n , l e t ' s 

13 say, $50, j u s t u s i n g t h a t number? 

 A b s o l u t e l y . 1   my t h i n k i n g 

15 t h a t  r e n e w a b l e t e c h n o l o g y c o s t s c o m i n g down so 

16 much and t h e r e b e i n g q u i t e a few p r o j e c t s o u t t h e r e 

17 t h a t a r e now a b l e t o g e n e r a t e b a s i c a l l y r e n e w a b l e 

18 

19 

e n e r g y a t l e s s t h a n t h e brown power, t h a t t h a t ' s g o i n g 

t o c r e a t e v e r y , v e r y l o w REC p r i c e s on t h e p u r c h a s i n g 

20  o f t h e m a r k e t . 

 So what we're l o o k i n g a t h e r e  a v e r y 

22 e x p e n s i v e REC f a c t o r y t h a t ' s p r o d u c i n g a p r o d u c t t h a t 

23 may o n l y be g o i n g f o r a few d o l l a r s p e r REC  t h e 

24 f u t u r e 

 Q So t h e y can be s o l d , b u t a t a l o w e r 
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p r i c e ? 

A C o r r e c t . 

Q Or i t ' s p o s s i b l e t h e y can be s o l d ? 

A They can be s o l d a t any p r i c e . 

O b v i o u s l y I d e a l l y you w o u l d want a s i t u a t i o n w here,  

you  have a REC  f a c t o r y , as 1 keep r e f e r r i n g t o 

 b u t a r e n e w a b l e power a g r e e m e n t t h a t g e n e r a t e d 

RECs a t v e r y l o w c o s t , t h a t  you were  s u r p l u s , 

you c o u l d t u r n a r o u n d and s e l l t h o s e , h o p e f u l l y a t a 

p r i c e t h a t ' s h i g h e r t h a n what you were p r o d u c i n g . 

Q Okay. 

A T h a t w o u l d be a p o s i t i v e b u s i n e s s 

 

What I'm s e e i n g h e r e  t h e ecoPower 

t r a n s a c t i o n  s o m e t h i n g t h a t ' s l i k e l y t o be p r o d u c i n g 

RECs a t a v e r y  c o s t , and I d o n ' t t h i n k t h a t t h e 

c o u n t e r v a i l i n g r e v e n u e s f r o m any s a l e s a r e g o i n g t o be 

a s i g n i f i c a n t d e n t  t h a t d e b t w e i g h t c o s t . 

Q So t h e t e r m you used  y o u r 

t e s t i m o n y -- I mark e d  b u t I c a n ' t   r i g h t 

now, b u t  --

A Above m a r k e t c o s t , I t h i n k . 

 And t h a t  used t h e t e r m n e g a t i v e 

REC? 

A  
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Q T h a t ' s what you mean by t h a t ? 

A Yes. Yes. The n e g a t i v e r e n e w a b l e 

premium o r n e g a t i v e REC c o s t  s i m p l y where a 

r e n e w a b l e c o n t r a c t has p r i c i n g t h a t  so l o w t h a t  

comes  b e l o w t h e c o s t o f m a r k e t p u r c h a s e s f r o m b r o w n 

power o r c o n v e n t i o n a l r e s o u r c e s . 

COMMISSIONER BREATHITT: I d o n ' t have 

a n y t h i n g e l s e . 

CHAIRMAN ARMSTRONG: R e d i r e c t . 

MR. KURTZ: Thank  Your Honor. 

REDIRECT EXAMINATION 

By Mr. K u r t z : 

Q L e t ' s j u s t f i n i s h up a l i t t l e  on t h e 

f a c t o r y d i s c u s s i o n . So a t what p r i c e  t h e 

ecoPower f a c t o r y p r o d u c e RECs? 

A W e l l , b a s e d on Mr. Wohnhas's numbers, 

t h e f i r s t y e a r v a l u e seems t o be c l o s e r t o $78 a REC. 

 d e b t e q u i v a l e n c e , t h a t k i c k s  up  t h e  

$80 r a n g e . I was b a s i n g  o f my c o n s e r v a t i v e 

a n a l y s i s j u s t on t h e Company's f o r e c a s t o f e n e r g y and 
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c a p a c i t y v a l u e s , and t h a t y i e l d e d a number  t h e 

n e i g h b o r h o o d o f $50. 

 Okay. And  -- so  p r o d u c i n g --

t h e f a c t o r y ' s p r o d u c i n g  p r o d u c t a t a v e r y  

p r i c e , t h e s a l e s p r i c e  l e s s , and t h a t ' s how y o u ' r e 

c o n c l u d i n g t h a t consumers a r e harmed by $288 m i l l i o n 

t o $432 m i l l i o n ? 

A T h a t ' s c o r r e c t . The 288 was  o f a 

low b o o k e n d . I t was a s s u m i n g t h e Company's h i g h e s t 

m a r k e t p r i c e f o r e c a s t , so   t h e   

s q ueezes t h a t l a s t r e s i d u a l r e n e w a b l e premium, t h e REC 

c o s t , t o t h e s m a l l e s t p o s s i b l e number. The 432 

m i l l i o n was u s i n g t h e base case numbers. O p t i c a l l y , 1 

p r o b a b l y f a i l e d t o show  as a p p r o p r i a t e b o o k e n d s , 

b e c a u s e r e a l l y t h e b o o k e n d w o u l d be what happens  

m a r k e t p r i c e s end up b e i n g l o w . And I n d e e d K e n t u c k y 

Power  have a f o r e c a s t t h e r e o f l o w e n e r g y and 

c a p a c i t y p r i c e s o v e r  and  you use t h a t 

e s t i m a t e , you end up  a $504 m i l l i o n  o f 

a b o v e - m a r k e t l o s s . 

Q So t h e f u l l v a l u e o v e r t h e f u l l t e r m o f 

 t r a n s a c t i o n  a  

harm t o consumers? 

A T h a t ' s c o r r e c t . 

Q E s s e n t i a l l y , t h e n , t h r o u g h  
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1 c o n t r a c t , t h e consumers o f K e n t u c k y Power o r K e n t u c k y 

2 Power w o u l d be a REC m e r c h a n t g e n e r a t o r ? 

3 A 1 t h i n k t h a t t h a t ' s an a p p r o p r i a t e 

4 c h a r a c t e r i z a t i o n . 

5 Q R i g h t . Because t h e y a r e m a k i n g 450,000 

6 o f t h e s e RECs p e r y e a r and t h e y have no v a l u e  

7 K e n t u c k y ? 

8 A   

9 Q So t h e y have t o be s o l d   

10 t h e y can be s o l d e l s e w h e r e ? 

11 A T h a t ' s c o r r e c t . And t h e r e c o u l d be 

12 I m p e d i m e n t s t o t h a t , as 1 e l a b o r a t e d . 

13 Q And 450,000  a  I s n ' t  

14 A   . 

15 Q Because, as you say, most u t i l i t i e s meet 

16 t h e i r RPS s t a n d a r d s on t h e i r own and t h e n t o p o f f a 

17 l i t t l e  

18 A  

19 Q Do you know how many RECS a r e t r a d e d p e r 

20 y e a r n a t i o n w i d e ? 1 have no  

21 A I d o n ' t have t h a t I n f o r m a t i o n , no. 

22 Q One q u e s t i o n a b o u t t h e  Sandy 1 RFP. 

23 The  Sandy 1 was an RFP t h a t  "Hey,  anybody 

24 can b e a t o u r n a t u r a l gas c o n v e r s i o n , t h e n f e e l f r e e t o 

25  T h a t   
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A T h a t ' s t h e g i s t o f i t , y e s . 

Q And t h e n a t u r a l gas c o n v e r s i o n , we  

 a p p r o x i m a t e l y a $60 m i l l i o n e n t e r p r i s e t o g e t 

268 m e g a w a t t s o f c a p a c i t y , c o r r e c t ? 

A 1 t a k e t h a t as a r e p r e s e n t a t i o n , s u r e . 

Q Now, b u t y o u r p o i n t  t h a t t h e r e s h o u l d 

have been an RFP t o compare a g a i n s t t h e ecoPower 

t r a n s a c t i o n , e s s e n t i a l l y , t o see  t h e r e was 

s o m e t h i n g c h e a p e r t h a n ecoPower, n o t c h e a p e r t h a n  

Sandy 1? 

A Yes. One w o u l d have e x p e c t e d t h a t 

d u r i n g t h e c o u r s e o f t h e s e  when t h e 

p r i c e s t a r t e d j u m p i n g up so  t h a t t h a t 

w o u l d have been t h e  t h a t I t h i n k most u t i l i t i e s 

w o u l d have  "We're g o i n g t o see what o u r o t h e r 

o p t i o n s a r e and e n t e r t a i n o t h e r p r o p o s a l s t o see  

  j u s t i f i e d . " 

Q So t h a t w o u l d have been t h e 

n o n n e g o t l a b l e s i t u a t i o n ? T h a t w o u l d have been a good 

 t o say, "We're g o i n g t o do an RFP t o see  

t h e r e ' s a b e t t e r p r i c e " ? 

A R i g h t . 

MR. KURTZ: Okay. Thank y o u , 

Mr. C h a i r m a n . 

MR. NGUYEN: No  Your Honor. 
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CHAIRMAN ARMSTRONG: Yes. 

MR.  Mr.  1 have no 

q u e s t i o n s , 1 j u s t want t o move my e x h i b i t s i n t o t h e 

 

CHAIRMAN ARMSTRONG: W i t h o u t o b j e c t i o n , 

so o r d e r e d . 

( K e n t u c k y Power E x h i b i t s 1, 2, and 3 

 

VICE-CHAIR GARDNER: 1 have one 

 

CHAIRMAN ARMSTRONG: Su r e . 

   

REEXAMINATION 

By V i c e - C h a i r G a r d n e r : 

Q One f o l l o w - u p q u e s t i o n , and you may n o t 

know t h e answer t o   t h e y s e l l t h e s e RECs f o r 

a   t h a t l o s s d e d u c t i b l e on f e d e r a l Income 

t a x e s ? 

A 1 d o n ' t b e l i e v e  w o u l d show up as a 

l o s s , b e c a u s e t h e r e n e w a b l e r i d e r t h a t ' s b e i n g 

p r o p o s e d f o r  case  I n d e e d p a s s i n g t h r o u g h a l l 
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o f t h e a l l o f t h e c o s t s a s s o c i a t e d w i t h t h e 

ecoPower t r a n s a c t i o n , and t h e i t ' s my  

t h a t any s o r t o f s a l e s r e v e n u e s t h a t come f r o m t h e 

s a l e o f t h e RECs  s i m p l y d i m i n i s h t h a t r i d e r , b u t 

1 d o n ' t b e l i e v e t h a t ' s g o i n g t o show up as  o f a 

t a x a b l e e v e n t . 

Q Do you know  a p a r t f r o m t h e r i d e r 

I s s u e ,  t h o s e a r e c o n s i d e r e d l o s s e s f o r t a x 

p u r p o s e s ? And a g a i n , you may n o t .  j u s t c u r i o u s . 

A 1 s u s p e c t n o t , b u t t o be c l e a r , f o r t h e 

r e c o r d , 1 do n o t know f o r s u r e . 

VICE-CHAIR CARDNER: Okay. T h a t ' s a l l . 

Thank y o u . Thank y o u . 

CHAIRMAN ARMSTRONC: Thank y o u , 

Mr. T a y l o r . 

THE WITNESS: Thank y o u . 

CHAIRMAN ARMSTRONC: You a r e e x c u s e d . 

MR. KURTZ: Your Honor, o u r n e x t w i t n e s s 

 P r o f e s s o r Coomes. 
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PAUL COOMES, c a l l e d by K e n t u c k y 

I n d u s t r i a l U t i l i t y C u s t o m e r s ,  h a v i n g been f i r s t 

d u l y s w o r n , t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

By Mr. K u r t z : 

y o u r name 

Mr. Coomes? 

e c o n o m i s t 

CHAIRMAN ARMSTRONC: Welcome. S t a t e 

THE WITNESS: P a u l Coomes. 

CHAIRMAN ARMSTRONC: What do you do, 

THE WITNESS:  a c o n s u l t i n g 

CHAIRMAN ARMSTRONC: How l o n g have you 

been   j o b ? 

THE WITNESS: W e l l , 1 j u s t r e t i r e d l a s t 

y e a r as a p r o f e s s o r a t t h e U n i v e r s i t y o f L o u i s v i l l e  

e c o n o m i c s , and now I'm p r o f e s s o r e m e r i t u s and have a 

l i t t l e more  t o do c o n s u l t i n g j o b s . 

CHAIRMAN ARMSTRONC: And y o u ' r e h e r e t o 

what? 

THE WITNESS: So K e n t u c k y I n d u s t r i a l 

U t i l i t y C u s t o m e r s engaged me s e v e r a l months ago t o 
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a n a l y z e t h e eco n o m i c I m p a c t s o f  p r o p o s a l  
E a s t e r n K e n t u c k y . 

CHAIRMAN ARMSTRONC: Welcome. 

THE WITNESS: Thank y o u . 

CHAIRMAN ARMSTRONC: Your w i t n e s s . 

MR. KURTZ: Thank  Your Honor. 

Q Dr. Coomes, do you have  f r o n t o f you 

t h e d i r e c t t e s t i m o n y and e x h i b i t s o f P a u l Coomes? 

A I do. 

Q Was  p r e p a r e d by you o r u n d e r y o u r 

s u p e r v i s i o n ? 

A I t was. 

Q I f I were t o ask you t h e same q u e s t i o n s , 

w o u l d y o u r a n s w e r s be t h e same? 

A They w o u l d . 

Q Any a d d i t i o n s o r c o r r e c t i o n s ? 

A I   

MR. KURTZ: Your Honor, t h e w i t n e s s  

r e a d y   

MR. CARCIA: Thank  Your Honor. 

CHAIRMAN ARMSTRONC: Mr. C a r c i a . 

MR. CARCIA: Thank  Your Honor. 
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By   

Q Mr. Coomes, good m o r n i n g . 

A Cood m o r n i n g . 

Q I n y o u r t e s t i m o n y you s t a t e d t h a t i f t h e 

ecoPower p r o j e c t goes f o r w a r d , i t i s e x p e c t e d t o 

c r e a t e l o c a l j o b s  E a s t e r n K e n t u c k y , c o r r e c t ? 

A I n a g r o s s s e n s e , y e s . T h e r e w o u l d be 

j o b s a s s o c i a t e d  c o n s t r u c t i o n o f t h e g e n e r a t i n g 

f a c i l i t y and t h e n t h e r e w o u l d be t r u c k i n g and l o g g i n g 

j o b s t o p r o v i d e t h e f u e l . 

Of c o u r s e , my a n a l y s i s goes on t o 

compare t h a t t o a l t e r n a t i v e s o u r c e s o f e n e r g y , b u t 

t h a t ' s c o r r e c t , t h e r e w o u l d be j o b s a s s o c i a t e d  

t h e t r a n s a c t i o n . 

Q R i g h t . And s i n c e you s t a r t e d b r e a k i n g 

them o u t , t h e r e  a l s o , o f c o u r s e , be t h e j o b s 

a s s o c i a t e d  t h e a c t u a l f a c i l i t y and t h e 

 

A Yes . 

Q Of c o u r s e . And you I n d i c a t e d t h a t t h o s e 

j o b s , a c c o r d i n g t o y o u r  w o u l d r e s u l t  

an e s t i m a t e o f $6.4 m i l l i o n p e r y e a r  t o t a l e a r n i n g s 
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o f w o r k e r s ? 

A S o m e t h i n g l i k e t h a t , y e s . 

Q And t h a t number  a c t u a l l y f o r t h e 

pe r m a n e n t j o b s , r i g h t ? T h a t d o e s n ' t I n c l u d e t h e 

c o n s t r u c t i o n j o b s , so d u r i n g t h e c o n s t r u c t i o n p e r i o d 

t h e number w o u l d be s l i g h t l y h i g h e r ? 

A T h a t ' s t r u e . 

Q Okay. Now,  y o u r t e s t i m o n y , t h e n you 

go on t o compare t h o s e numbers t o a h y p o t h e t i c a l 

a l t e r n a t i v e o f o b t a i n i n g t h e same 58 m e g a w a t t s o f 

power f r o m a  g e n e r a t i o n  E a s t e r n 

 

And h e r e  my q u e s t i o n : I f t h e p r o j e c t 

does n o t go   t h e ecoPower p r o j e c t does n o t 

go f o r w a r d , t h a t a u t o m a t i c a l l y by I t s e l f does n o t 

c r e a t e t h o s e c o a l j o b s ;  t h a t c o r r e c t ? 

A Say t h a t a g a i n . I f t h e -- you g o t t o o 

many — 

Q R i g h t . 

A -- n e g a t i v e s . 

Q Su r e . I f t h e ecoPower p r o j e c t does n o t 

go f o r w a r d , t h a t by I t s e l f does n o t c r e a t e t h e c o a l 

j o b s t h a t you a r e c o m p a r i n g t o t h e ecoPower j o b s t h a t 

a r e g o i n g t o be c r e a t e d  t h e p r o j e c t goes f o r w a r d ? 

A I'm n o t s u r e . So and  has been 

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634 



7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

 

22 

23 

24 

25 

245 

e d u c a t i o n a l f o r me t h e l a s t two d a y s , because I d i d n ' t 

know a b o u t a l l t h e s e RECs and   

c o n s t r a i n t s , b u t  my  E a s t e r n K e n t u c k y  v e r y 

  c o a l , has a l o n g h i s t o r y o f p r o d u c i n g 

e l e c t r i c i t y f r o m c o a l . T h e r e a r e a l o t o f power 

p l a n t s a r o u n d t h e r e g i o n and t h e r e s t o f K e n t u c k y . I f 

 p l a n t p r o d u c e s a c e r t a i n amount o f e l e c t r i c i t y 

and p r o v i d e s  t o t h e m a r k e t , t h a t same amount o f 

e l e c t r i c i t y c o u l d a l s o be g e n e r a t e d u s i n g c o a l - f l r e d 

p l a n t s , e i t h e r I n s i d e t h e K e n t u c k y Power r e g i o n o r 

a r o u n d K e n t u c k y f r o m LC&E,  and o t h e r s . 

So t o me  t h e I s s u e o f a c e r t a i n 

amount o f e l e c t r i c i t y t h a t ' s b e i n g p r o v i d e d t o t h e 

m a r k e t by one f u e l v e r s u s t h e ec o n o m i c I m p a c t o f 

p r o v i d i n g  f r o m an a l t e r n a t i v e f u e l , n amely c o a l . 

So t h a t ' s t h e way I s e t t h e c o m p a r i s o n up and  t h e 

two s i m u l a t i o n s t o d e t e r m i n e t h e n e t economic I m p a c t 

compared  t h e c o a l . 

Q But  o r d e r t o make an  

  you a r e g o i n g t o compare t h e new j o b s 

t h a t a r e g o i n g t o be c r e a t e d by 58 m e g a w a t t s o f 

g e n e r a t i o n f r o m ecoPower, you w o u l d be c o m p a r i n g t h a t 

t o t h e new j o b s t h a t w o u l d be c r e a t e d  58 

m e g a w a t t s o f c o a l - f l r e d ? 

A Or a n o t h e r way t o l o o k a t  w o u l d  
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i f you p u t more power o u t i n t o t h e s y s t e m , i n t o t h e 

g r i d f r o m t h e b i o m a s s f a c i l i t y , t h a t w o u l d d i s p l a c e 

e l e c t r i c i t y g e n e r a t e d somewhat, maybe l a r g e l y , by 

c o a l , w h i c h w o u l d r e d u c e t h e number o f j o b s  t h e 

c o a l I n d u s t r y , c o r r e c t ? 

Q But  o r d e r t o make t h e c o m p a r i s o n 

a p p l e s t o a p p l e s , you need t o be l o o k i n g a t new j o b s , 

and you c a n n o t , f o r e x a m p l e , b u i l d e c o n o m i c a l l y 58 

meg a w a t t s o f new c o a l - f l r e d g e n e r a t i o n ? T h a t seems t o 

10 be an I m p o s s i b i l i t y f r o m an economic s t a n d p o i n t ? 

 A I d o n ' t know, b u t my -- s t i l l my p o i n t 

12   you a r e g e n e r a t i n g t h a t much power f r o m b i o m a s s 

13 and p u t t i n g   t h e   d i s p l a c i n g e n e r g y 

 t h a t ' s p r o d u c e d by an a l t e r n a t i v e f u e l , n a m e l y c o a l , 

15 w h i c h w o u l d have a n e g a t i v e I m p a c t on t h e c o a l 

16 I n d u s t r y , c o r r e c t ? 

 Q I f t h a t were g o i n g t o be a  

18 b u t you c o u l d have b o t h . 

 A I f t h e m a r k e t demands  I suppose. 

20 Q R i g h t . And t h e demand f o r c o a l - f l r e d 

21   so t o speak, d i f f e r e n t t h a n t h e 

22 demand f o r r e n e w a b l e g e n e r a t i o n ? 

23 A I d o n ' t know. 

   enough. Assume  me t h a t t h e s e 

25 a r e n o t d i s p l a c i n g t h e j o b s . L e t me say t h a t you can 
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have b o t h . 

A Okay. 

Q I f you were g o i n g t o go ahead and have 

t h e c o a l g e n e r a t i o n b u r n t h o s e 58 m e g a w a t t s , you w o u l d 

g e n e r a t e t h e s e v e r a n c e t a x e s t h a t you m e n t i o n e d  

y o u r t e s t i m o n y , c o r r e c t ? 

A   

Q The f a c t t h a t t h e ecoPower p r o j e c t goes 

f o r w a r d o r d o e s n ' t go    d o e s n ' t go 

f o r w a r d , t h a t w o u l d n ' t t a k e away t h o s e t a x e s , r i g h t ? 

So t h e r e  n o t h i n g l o s t by g o i n g ahead  t h e 

 

A I f  e l e c t r i c i t y t h a t ' s b e i n g 

g e n e r a t e d d i s p l a c e s e l e c t r i c i t y t h a t ' s g e n e r a t e d f r o m 

c o a l - f l r e d   w o u l d r e d u c e t h e demand f o r 

c o a l , w h i c h w o u l d t h e r e f o r e r e d u c e o r e l i m i n a t e t h a t 

amount o f s e v e r a n c e t a x e s . 

Q But t h e a s s u m p t i o n t h a t I was g i v i n g you 

 t h a t  d o e s n ' t d i s p l a c e  

A Oh. W e l l , you assumed t h e answer, t h e n . 

Q We j u s t  t h a t , r i g h t ? 

A You j u s t assumed t h e answer by s a y i n g 

t h a t t h e r e ' s no e f f e c t on t h e c o a l I n d u s t r y , so 

t h e r e f o r e y o u r o t h e r s t a t e m e n t w o u l d have t o be t r u e 

t h a t  w o u l d n ' t a f f e c t c o a l s e v e r a n c e t a x e s . 
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Q R i g h t . So a s s u m i n g t h a t t h e r e i s no 

d i s p l a c e m e n t -- j u s t so t h a t we have a c l e a r r e c o r d , 

a s s u m i n g t h a t t h e r e  no d i s p l a c e m e n t , t h e f a c t t h a t 

t h e p r o j e c t d o e s n ' t go f o r w a r d d o e s n ' t e l i m i n a t e any 

s e v e r a n c e t a x e s by I t s e l f ? 

A You assumed t h e answer. Yes. 

Q I f t h e p r o j e c t were t o go f o r w a r d , and 

t h a t t h e r e w o u l d be no e f f e c t ? 

A S u r e . 

 L e t me ask you s o m e t h i n g e l s e . You  

some a n a l y s i s a b o u t t h e I m p a c t t h a t you e s t i m a t e d  

h o u s e h o l d s p e n d i n g o f t h e seve n p e r c e n t r a t e 

a s s o c i a t e d  g o i n g f o r w a r d  t h e p r o j e c t , 

c o r r e c t ? 

A Yes . 

Q And  y o u r t e s t i m o n y you I n d i c a t e d t h a t 

t h e r e was a seven p e r c e n t I m p a c t , b u t t h e n  y o u r 

e x h i b i t you c l a r i f i e d t h a t t h a t number may be 

o v e r s t a t e d , c o r r e c t ? 

A T h a t ' s t r u e . 

Q Okay. And, f o r e x a m p l e , when you were 

desc  t h e  o f t h a t I n c r e a s e  y o u r 

t e s t i m o n y , you I n d i c a t e d  w o u l d be a b o u t a h u n d r e d 

j o b s . I n y o u r r e p o r t you a c t u a l l y e x p l a i n e d t h a t t h a t 

was p r o b a b l y o v e r s t a t e d and t h a t t h e number  r o u g h l y 
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83 i n s t e a d o f a h u n d r e d ; i s t h a t c o r r e c t ? 

A So -- and t h e r e a s o n i s , i n two cas e s --

i n t h e f i r s t case I was a s s u m i n g t h a t c o n s u m e r s , 

h o u s e h o l d s , w o u l d n o t change t h e amount o f e l e c t r i c i t y 

t h a t t h e y p u r c h a s e d  r e s p o n s e t o h i g h e r e l e c t r i c i t y 

p r i c e s , so t h a t ' s a z e r o p r i c e e l a s t i c i t y a s s u m p t i o n . 

The l i t e r a t u r e -- we d o n ' t know. I 

h a v e n ' t s t u d i e d E a s t e r n K e n t u c k y . I t may be z e r o , I 

d o n ' t know. But t h e n a t i o n a l a v e r a g e s a r e more  

an e l a s t i c i t y o f n e g a t i v e .2, w h i c h  a v e r y s m a l l 

s u b s t i t u t i o n e f f e c t . 

So, j u s t f o r sake o f aca d e m i c h o n e s t y , I 

made e s t i m a t e s t h a t were somewhat s m a l l e r f r o m a  

p o i n t o f  a s s u m i n g t h a t c u s t o m e r s  some 

 For ex a m p l e , t h e y may t u r n t h e i r 

t h e r m o s t a t a few d e g r e e s and p u t up  more h e a t and 

h u m i d i t y and n o t have t h e  r u n as l o n g 

when e l e c t r i c i t y p r i c e s a r e h i g h e r . Of c o u r s e , t h a t 

means l e s s s a l e s t o K e n t u c k y Power  t h a t ' s t r u e . 

B ut s i n c e you r a i s e d  you do 

u n d e r s t a n d I was o n l y l o o k i n g a t t h e h o u s e h o l d 

I m p a c t s , t h e r e s i d e n t i a l c u s t o m e r s . T h e r e ' s a l s o 

I m p a c t s t h a t I have n o t q u a n t i f i e d t h a t w o u l d t a k e a 

l o t o f w o r k , b u t I t h i n k e v e r y o n e w o u l d a g r e e t h e r e 

w o u l d a l s o be n e g a t i v e I m p a c t s on c o m m e r c i a l 
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e s t a b l i s h m e n t s , g r o c e r y s t o r e s , r e s t a u r a n t s , 

h o s p i t a l s , e t c e t e r a , as t h e y had t o e i t h e r r e d u c e t h e 

amount t h a t t h e y s o l d , go o u t o f b u s i n e s s , o r r a i s e 

t h e p r i c e s t o t h e l o c a l c u s t o m e r s . 

And t h e n f i n a l l y , t h e r e may be some 

e f f e c t s on I n d u s t r i a l c u s t o m e r s  t h e r e g i o n  t h e i r 

r a t e s go up. Some may d e c i d e t o l e a v e t h e r e g i o n . 

 no one can p r e d i c t w h i c h company m i g h t l e a v e . I t 

w o u l d be most l i k e l y t h e ones t h a t a r e most -- t h e 

h i g h e s t e n e r g y u s e r s and t h e ones most s e n s i t i v e t o 

t h a t and a r e n o t a b l e t o pass p r i c e s a l o n g , t h e i r 

c o s t s a l o n g  t h e f o r m o f h i g h e r I n d u s t r i a l p r i c e s . 

So t h e r e ' s a l o t more t h a n t h o s e h u n d r e d 

j o b s , I t h i n k , a t s t a k e due t o t h e r a t e I n c r e a s e s . 

Q J u s t t o   y o u r t e s t i m o n y you 

I n d i c a t e d t h a t you  n o t e s t i m a t e t h o s e I m p a c t s f o r 

c o m m e r c i a l and I n d u s t r i a l c u s t o m e r s , c o r r e c t ? 

A I have n o t made e s t i m a t e s o f t h e 

m a g n i t u d e , b u t I a s s u r e you t h e d i r e c t i o n  n e g a t i v e 

f o r a l l c u s t o m e r s . The r e a s o n I was a b l e t o do  f o r 

t h e r e s i d e n t i a l c u s t o m e r s  I have   IMPLAN 

model t h a t we I n v e s t e d  and  has b e a u t i f u l ,  

e s t i m a t e s o f how much c u s t o m e r s a t e v e r y Income 

b r a c k e t , h o u s e h o l d s  t h e   t h e E a s t e r n 

K e n t u c k y 2 0 - c o u n t y K e n t u c k y Power Company  
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1 how much each c u s t o m e r by income b r a c k e t spends on 

2 e l e c t r i c i t y p e r y e a r and a l s o what t h e y spend f o r 

3 e v e r y t h i n g e l s e  t h e i r h o u s e h o l d b u d g e t . 

4 So I had a t o o l t h a t I c o u l d e a s i l y ma ke 

5 an e s t i m a t e o f t h e n e g a t i v e  I m p a c t s on t h e r e g i o n 

6 f r o m h i g h e r e l e c t r i c i t y r a t e s on r e s i d e n c e s and 

7 h o u s e h o l d s , b u t I d o n ' t have an easy t o o l --  much 

8 h a r d e r t o do  f o r c o m m e r c i a l and f o r I n d u s t r i a l 

9 c u s t o m e r s , b u t  --

10 Q And so --

11 A c e r t a i n l y n e g a t i v e . 

12  And do I u n d e r s t a n d c o r r e c t l y t h a t t h e 

13 t o o l t h a t you used d o e s n ' t a c c o u n t f o r t h e p r i c e 

14 e l a s t i c i t y t h a t you j u s t d e s c r i b e d t h a t --

15 A  

16 Q Does n o t ? 

17 A I t does n o t have p r i c e e l a s t i c i t i e s  

18  I t  a s t a t i c m o d e l , b u t you can make an 

19 a s s u m p t i o n b a s e d upon t h e l i t e r a t u r e and do a 

20 s i m u l a t i o n t o  o u t t h e I m p a c t on any I n d u s t r y  a 

21 p r i c e change o r a r e d u c t i o n  demand, and t h a t ' s  

22 I  

23 Q W e l l , and t h e model   you a 

24 number t h a t  s l i g h t l y o v e r s t a t e d , j u s t  you 

25 I n d i c a t e d ? 
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A Which i s why 1 d i d a se c o n d 

s i m u l a t i o n --

Q  enough. 

A t o be c o n s i s t e n t  t h e l i t e r a t u r e , 

and you end up -- 1 c a n ' t remember t h e number. 

E i g h t y - f i v e j o b s I n s t e a d o f a h u n d r e d j o b s , b u t 

c e r t a i n l y n e g a t i v e . 

Q E i g h t y - t h r e e  t h e number t h a t --

A   Thank you. 

 -- you have  y o u r r e p o r t .  y o u r 

a n a l y s i s c a l c u l a t e t h e  o f t h e I n c r e a s e d 

h o u s e h o l d s p e n d i n g by t h e f a m i l i e s o f t h e new 

pe r m a n e n t and c o n s t r u c t i o n w o r k e r s t h a t w o u l d be 

e x p e c t e d t o  employment as a r e s u l t o f t h e 

ecoPower p r o j e c t ? 

A W e l l , I guess y o u ' r e -- I d i d n ' t do  

e x a c t l y t h a t way, b u t I ' v e g o t a l o t o f t h e e l e m e n t s 

h e r e t h a t -- where you c o u l d make t h a t  

c o m p a r i s o n . I t h i n k what y o u ' r e w a n t i n g t o do  say 

t h e r e ' s some c o s t t o c u s t o m e r s o f p a y i n g more f o r 

e l e c t r i c i t y , b u t t h e r e  some b e n e f i t b ecause t h e r e 

a r e more employees r e l a t e d t o p r o d u c t i o n and o f t h e 

f u e l a c q u i s i t i o n and t h o s e s a l a r i e s and wages t h a t go 

 t h e h o u s e h o l d Income. 

And b a s e d on what I ' v e h e a r d t h e l a s t 
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two d a y s , i t ' s n o t a v e r y f a v o r a b l e p r o p o s i t i o n  t h e 

sense t h a t  l o o k s  y o u ' r e p r o p o s i n g t o r a i s e 

e l e c t r i c i t y r a t e s by -- 1 h e a r d anywhere f r o m 28 

m i l l i o n t o 35 m i l l i o n y e s t e r d a y . T h a t g e t s p a s s e d 

t h r o u g h  t h e f o r m o f h i g h e r c o s t s t o c u s t o m e r s  

t h e r e g i o n . B a l a n c e t h a t a g a i n s t maybe, d e p e n d i n g 

upon whose numbers you want t o use, 8, 10 m i l l i o n , 

maybe even up t o 15   you want t o be 

  t h e f o r m o f new Income c o m i n g  t h e 

 

So  you want t o t h i n k o f t h e E a s t e r n 

K e n t u c k y economy as a box o f a c e r t a i n  and   

g e t s b i g g e r , t h a t means t h e economy g r o w s . The way --

what  h e a r d t h e l a s t t w o days s u g g e s t s t h a t you 

a r e t a k i n g 35 m i l l i o n o u t  t h e f o r m o f I n c r e a s e d 

e l e c t r i c i t y p ayments t o t h e c u s t o m e r s and y o u ' r e 

p u t t i n g  10 t o 15 m i l l i o n  t h e f o r m o f new wages 

and s a l a r i e s t o t r u c k e r s , t o p e o p l e t h a t w o r k a t saw 

m i l l s , t o p e o p l e t h a t o p e r a t e t h e p l a n t . 

So a c c o r d i n g t o t h e numbers  been 

h e a r i n g t h e l a s t t w o   a b o u t two t o one 

n e g a t i v e  you want t o p u t   t e r m s o f an o v e r a l l 

c o s t - b e n e f i t f o r t h e r e g i o n . 

Q B u t ,  j u s t t o c l a r i f y , you  n o t 

c a r r y o u t t h o s e  You d i d n ' t p l u g   

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634 



254 

y o u r c a l c u l a t i o n s o f y o u r a n a l y s i s t h e money t h a t was 

g o i n g t o be com i n g  f r o m t h e I n v e s t m e n t and f r o m t h e 

j o b s , e a r n i n g s ? 

A W e l l , I q u a n t i f i e d t h e amount o f j o b s 

and p a y r o l l r e l a t e d t o t h e a c q u i s i t i o n o f t h e f u e l 

v e r y c l e a r l y . T h e r e a r e s e v e r a l pages d i s c u s s i n g 

t h a t . So 1 have an e s t i m a t e .  a l i t t l e l o w e r 

t h a n t h e one K e n t u c k y Power and ecoPower p r o v i d e d , b u t 

 -- t h e r e  an e s t i m a t e o f t h e l a b o r Income. 

Whether  new o r n e t new, t h a t ' s a d i f f e r e n t 

m a t t e r , b u t I c e r t a i n l y have e s t i m a t e s o f t h e amount 

o f Income  t h e r e g i o n r e l a t e d t o g e t t i n g t h e b i o m a s s 

f u e l t o t h e p l a n t . 

MR. GARCIA: Thank y o u . No f u r t h e r 

q u e s t i o n s o f   Your Honor. 

CHAIRMAN ARMSTRONG: G e n e r a l . 

 

By Ms. Hans: 

Q H e l p me u n d e r s t a n d  t e r m s o f y o u r 

r e s p o n s e s so I d o n ' t have a l o t o f  
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Dr. Coomes, b u t i n t e r m s o f t h e s e -- t h i s c o m p a r i s o n , 

and 1 t h i n k you s a i d a t t h i s p o i n t i t ' s r u n n i n g l i k e a 

two t o one n e g a t i v e  t e r m s o f I n v e s t m e n t o v e r --

what a b o u t a m u l t i p l i e r e f f e c t ? So, f o r   

you c r e a t e --  you c r e a t e a   m i g h t be b a s e d 

on what  o f j o b , t h a t you c o u l d have a p o s i t i v e o r 

n e g a t i v e m u l t i p l i e r e f f e c t  t h e r e g i o n . Have you 

s t u d i e d t h a t o r do you have any comments a b o u t t h e 

m u l t i p l i e r e f f e c t o f  c r e a t i o n ? 

A S u r e . 

Q Okay. 

A 1 can  a l o n g s e m i n a r . I ' l l t r y t o 

 

Q I p r o b a b l y need t o come and t a k e y o u r 

c l a s s ,  T h a t ' s --

A T h e r e ' s p l e n t y o f m u l t i p l i e r s b e i n g u sed 

 t h e a n a l y s i s , and t h e y f a l l o u t o f a v e r y  

m odel o f t h e 2 0 - c o u n t y r e g i o n t h a t I have c o n s t r u c t e d . 

Q Uh-huh. 

A And  has a v e r y , I b e l i e v e , a c c u r a t e , 

r e l i a b l e  o f a l l o f t h e p u r c h a s e s 

b e t w e e n -- among e v e r y I n d u s t r y  t h e r e g i o n and 

among h o u s e h o l d s . 

So t h a t ' s how you g e t m u l t i p l i e r s  you 

c o n s t r u c t a model and t h e n you shoc k t h e s y s t e m  
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some way and see what happens t o t h e r e s t o f t h e 
economy, and t h e r a t i o i s a m u l t i p l i e r . 

So we do have m u l t i p l i e r s f o r t h e c o a l 

I n d u s t r y , f o r s a w m i l l s , f o r l u m b e r I n d u s t r y , f o r j o b s , 

f o r wages and s a l a r i e s , e t c e t e r a . 

So 1 can answer p r e t t y much any q u e s t i o n 

you want a b o u t t h e a p p l i c a t i o n o f m u l t i p l i e r s t o  

puz  

Q Uh-huh. 

A  n o t g o i n g t o change t h e 

 1 j u s t gave, t h o u g h , because 

you've --  y o u ' r e t a k i n g 35 m i l l i o n o r 30 m i l l i o n 

o u t o f t h e economy and y o u ' r e p u t t i n g b a c k  10 

  d o e s n ' t r e a l l y m a t t e r what m u l t i p l i e r 

y o u ' r e g o i n g -- you have t o use m u l t i p l i e r s on b o t h 

s i d e s . I f y o u ' r e t a k i n g money f r o m h o u s e h o l d s , t h e n 

t h e y p u r c h a s e l e s s t h i n g s  t h e economy, l e s s r e t a i l 

I t e m s , and t h e n t h e y p u r c h a s e l e s s f r o m t h e i r 

s u p p l i e r s , and t h e i r e m p l o y e e s have l e s s Income t o 

spend t h r o u g h o u t t h e economy, and t h e r i p p l e e f f e c t 

keeps g o i n g t h e r e  t h e same way t h a t  goes  a 

p o s i t i v e d i r e c t i o n when employees  t h e r e g i o n have 

more  

Q Okay. 

A They spend t h a t on goods and  
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t h e y spend i t on t h e i r v e n d o r s . T h e i r v e n d o r s have 

e m p l o y e e s , t h e n t h e y have more Income and t h e y s p e n d 

 and  goes r o u n d and r o u n d . So -- b u t  

w o u l d n ' t change t h e n e t --

Q The n e t 

A -- c o n c l u s i o n t h a t I'm d r a w i n g h e r e f r o m 

what I ' v e h e a r d t h e l a s t t w o d a y s . A t t h e  I  

t h e s t u d y , I d i d n ' t know a b o u t t h e 28 t o $35 m i l l i o n 

 t h a t t h e r e g i o n a l economy w o u l d t a k e f r o m h i g h e r 

r a t e s , I o n l y s i m u l a t e d what I t h o u g h t  w o u l d be on 

t h e r e s i d e n t i a l  b ecause I had t h e t o o l t o do  

so 

Q And j u s t t o f o l l o w up, t h a t t o o l was 

t h e -- t h a t t h e -- Mr. Wohnhas's e s t i m a t e as t o t h e 

seven p e r c e n t ? Was t h a t t h e number t h a t was used t o 

come up  t h a t ? 

A I t o o k t h a t f r o m some o f t h e e a r l i e r 

t e s t i m o n y t h a t t h e r e w o u l d be a seve n p e r c e n t I n c r e a s e 

 r a t e s due t o t h e ecoPower c o n t r a c t . I'm a s s u m i n g 

t h a t ' s t r u e . And t h e n IMPLAN, t h e model t h a t I have, 

has  e s t i m a t e s o f how much e l e c t r i c i t y  

p u r c h a s e d f r o m h o u s e h o l d s a t a l l Income b r a c k e t s  

t h e 2 0 - c o u n t y E a s t e r n K e n t u c k y r e g i o n . So I t o o k t h a t 

  was 230 s o m e t h i n g m i l l i o n d o l l a r s , I  

 e l e c t r i c i t y  by h o u s e h o l d s , l o o k e d a t 
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what s e v e n p e r c e n t o f t h a t w o u l d be --

Q Uh-huh. 

A -- and t h e n s h o c k e d t h a t -- t h e s y s t e m 

 a seven p e r c e n t I n c r e a s e  c o s t s f o r e l e c t r i c i t y 

t o t h o s e h o u s e h o l d s and t h e n u sed t h e model t o p r e d i c t 

how t h a t w o u l d l o w e r t h e i r e x p e n d i t u r e s on o t h e r I t e m s 

 t h e r e g i o n a l economy and t h e n a l l t h e d o w n s t r e a m 

t h i n g s t h a t happen f r o m t h a t . 

Q P r e s u m i n g t h e a c t u a l I m p a c t , and we have 

h e a r d a c o u p l e o f p e r c e n t a g e s , and a g a i n t h e seve n 

p e r c e n t  what t h e Company  r e p r e s e n t i n g . T h e r e  

some t e s t i m o n y by Mr. K o l l e n t h a t  c o u l d be h i g h e r . 

I mean, t h a t s u b j e c t --  was s l i g h t l y h i g h e r t h a n 

t h e seven p e r c e n t . And t h e n t h e n o t i c e t o t h e 

c u s t o m e r s , w h i c h Mr. Wohnhas, I w a s n ' t -- I'm n o t s u r e 

 you were h e r e f o r Mr. Wohnhas's t e s t i m o n y --

A I  

Q -- b u t t h e -- b u t t h e 8.69 p e r c e n t w h i c h 

was n o t i c e d t o t h e c u s t o m e r s b u t he e x p l a i n e d w o u l d be 

o f f s e t . But you o n l y u s e d t h e seven p e r c e n t , r i g h t ? 

You d i d n ' t use t h o s e -- t h o s e a d d i t i o n a l numbers 

 — 

A A l l I had was seve n p e r c e n t , so --

Q So  t h e model f l e x i b l e enough t o 

  you a d j u s t  even by a h a l f a p e r c e n t a g e 
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Q 

A 

p o i n t o r a c o u p l e o f p e r c e n t a g e p o i n t s h i g h e r , w o u l d 

t h a t -- do you   y o u r o p i n i o n , w o u l d t h a t 

a f f e c t  -- t h e s e t o t a l 83 j o b s ? 1 mean, w o u l d  

l i k e l y I m p a c t n e g a t i v e l y more? 1 mean, w o u l d  -- o r 

I m p a c t t h e r e g i o n n e g a t i v e l y ? 

A  w o u l d — t h e  mo d e l , anyway --

Q The -- y e s . 

--  j u s t a -- you know, a box. 

 j u s t a t o o l , uh-huh. 

And  w o u l d j u s t p r o r a t e . So  w o u l d 

be a p r o p o r t i o n a l I n c r e a s e  t h e  I m p a c t s  you 

r a i s e d r a t e s f r o m seven -- I n s t e a d o f seven p e r c e n t t o 

e i g h t p e r c e n t o r  p e r c e n t --

Q Uh-huh. 

A -- c e r t a i n l y , y e a h . 

Q Do you t h i n k  w o u l d go -- I mean, and 

a g a i n , y o u ' r e -- you d o n ' t have y o u r t o o l b o x and y o u r 

m o d e l , and I u n d e r s t a n d t h a t , b u t do you t h i n k  

w o u l d go o v e r t h e h u n d r e d ? You  o f gave t h a t 83 

t o 100. Would  --

A I n t h a t r a n g e . 

Q But t h a t --  w o u l d be a b o u t t h e same 

t h i n g ? 

A I t w o u l d be a b o u t t h a t r a n g e , a b o u t a 

h u n d r e d j o b s . 

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634 



  
   

1  T h a t a n s w e r s my q u e s t i o n . 

2 A Yes . 

3 Q Thank y o u . 

4 A We're o n l y t a l k i n g h e r e a b o u t 

5 h o u s e h o l d s — 
6 Q  

7 A -- and t h e r e s i d e n t i a l  o f t h e r a t e 

8  n o t t h e c o m m e r c i a l --

9 Q Not t h e c o m m e r c i a l --

10 A -- o r t h e I n d u s t r i a l c u s t o m e r s , y e s . 

11 Q Not t h e c o m m e r c i a l - I n d u s t r i a l c l a s s . I 

12  mean t o I n t e r r u p t y o u . 

13 MS. HANS: Thank y o u ,  

14 No  Your Honor. 

15 MR. NGUYEN: No  Your Honor. 

16 VICE-CHAIR GARDNER: Yes,  Thank 

17  

18 

19  * * 

20 

21 EXAMINATION 

22 

23 By V i c e - C h a i r G a r d n e r : 

24 

25  Dr. Coomes, I have j u s t a c o u p l e 
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q u e s t i o n s . The f i r s t has t o do -- i s j u s t more 

g e n e r a l a b o u t p r i c e e l a s t i c i t y o f demand. 

A Yes . 

Q You s t a t e d you d i d n ' t c o n s i d e r t h a t h e r e 

 y o u r a n a l y s i s ;  t h a t c o r r e c t ? 

A A c t u a l l y , I  c o n s i d e r  f o r t h e 

r e s i d e n t i a l c u s t o m e r s . 

Q Okay. 

A I t ' s s o r t o f b u r l e d  t h e ba c k , b e c a u s e 

I g o t t h i n k i n g a b o u t  a f t e r I assumed no 

s u b s t i t u t i o n , t h a t maybe t h e r e w o u l d be some, so I 

went t o t h e l i t e r a t u r e and l o o k e d a t some n a t i o n a l 

s t u d i e s , and I  one  t h e r e by Rand t h a t 

e s t i m a t e s t h a t t h e p r i c e e l a s t i c i t y f o r e l e c t r i c i t y 

f o r r e s i d e n t i a l c u s t o m e r s was a b o u t n e g a t i v e .2. 

 So t e l l me what t h a t means. 

A So what t h a t means   you were t o 

r a i s e e l e c t r i c i t y r a t e s by t e n p e r c e n t , e l e c t r i c i t y 

c o n s u m p t i o n w o u l d f a l l by two p e r c e n t . So .2  j u s t 

t h e r a t i o o f t h e amount t h a t t h e p r i c e  r a i s e d 

v e r s u s t h e c o n s u m p t i o n d e c r e a s e . 

Q And --

A I t ' s f a i r l y s m a l l . E l e c t r i c i t y has a 

f a i r l y s m a l l e l a s t i c i t y  a b s o l u t e t e r m s b e c a u s e we 

c a n ' t do w i t h o u t  
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Q Okay. So a u t i l i t y d o i n g p l a n n i n g  

g e n e r a l s h o u l d c o n s i d e r -- when t h e y a r e f o r e c a s t i n g 

demand, s h o u l d I n c l u d e a p r i c e e l a s t i c i t y  t h e y ' r e 

a s s u m i n g p r i c e s a r e g o i n g t o be g o i n g up;  t h a t --

A I'm s u r e t h e y do. 

 Okay. And t h e Rand,  t h e r e -- so what 

you  was, t h e s t u d y was l i m i t e d t o o r was -- you --

what you  was l o o k a t e l e c t r i c i t y s p e c i f i c a l l y ? 

A Yes . 

 Okay. And maybe  you were d i s c u s s i n g 

  r e s p o n s e t o q u e s t i o n s t o Mr. G a r c i a , I m i s s e d 

 and I a p o l o g i z e . So  t h e r e --  t h a t 

r e g i o n a l i z e d a t a l l ? So  o t h e r   p e o p l e a r e 

l o w e r Income, does t h a t I m p a c t --   

g e o g r a p h i c a l a r e a  l o w e r Income, does t h a t -- w o u l d 

t h e p r i c e e l a s t i c i t y be g r e a t e r ? 

A T h a t ' s a g r e a t q u e s t i o n , and I c a n ' t 

remember how much t h e y c u t  and p a r s e d   t h e 

s t u d y . Your b a s i c s t a t e m e n t I a g r e e  t h a t l o w 

Income c u s t o m e r s  be l e s s p r i c e s e n s i t i v e t o 

e l e c t r i c i t y , b e cause  one o f t h e t h i n g s you have 

t o p u r c h a s e ,  f o o d , and so you j u s t a b s o r b  and 

you have l e s s money a v a i l a b l e f o r o t h e r t h i n g s . You 

have t o keep t h e l i g h t s on and t h e r e f r i g e r a t o r 

r u n n i n g and h e a t y o u r house. 
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Q So, I mean, I c o u l d make an a r g u m e n t 

t h a t t h e y c o u l d do -- becau s e o f t h e -- b u t I d o n ' t 

know, I'm n o t an e x p e r t , b u t I c o u l d make a -- i t 

seems l i k e I c o u l d a r g u e t h a t t h e y   f a c t , 

have t h e  on l e s s o r t h e y w o u l d have 

t h e TV on l e s s  t h e i r t o t a l Income t h a t t h e y have t o 

spend -- so y o u ' r e s a y i n g t h a t  p r o b a b l y n o t 

a c c u r a t e , o r a r e you -- o r you j u s t d o n ' t know? I'm 

 — 

A Yeah, I'm r e a l l y n o t p r e p a r e d --

 Okay. T h a t ' s  

A I t w o u l d n ' t t a k e me much work t o answer 

t h e s e q u e s t i o n s v e r y w e l l , b u t I have n o t l o o k e d a t  

 t h e l a s t few y e a r s . 

Q And t h a t w o u l d -- w o u l d t h a t be  t h e 

Rand --

A T h e r e a r e some good e s t i m a t e s  t h e 

Rand s t u d y , y e s . 

Q And   l o o k a t Income  t h e r e t h a t 

you r e c a l l o r n o t ? 

A I c a n ' t remember. 

Q Okay. 

A I know  had some r e g i o n a l d i f f e r e n c e s . 

Q Okay. 

A And  a l s o  b e t w e e n 
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s h o r t - t e r m and l o n g - t e r m . 

Q Okay. So --

A I n t h e s h o r t t e r m , l i k e w i t h g a s o l i n e , 

c u s t o m e r s t e n d t o a b s o r b p r i c e I n c r e a s e s  t h e s h o r t 

r u n . You know, t h e y --  o t h e r   h a r d t o 

s u b s t i t u t e  you a l r e a d y own y o u r c a r and you have a 

j o b t h a t ' s 20 m i l e s away o r w h a t e v e r   y o u ' r e 

j u s t g o i n g t o h o l d y o u r nose and pay f o r t h e g a s o l i n e 

  goes t o $4 a g a l l o n o r 4.50 a g a l l o n . 

E l e c t r i c i t y  t h e same way. 

But o v e r t h e c o u r s e o f  y e a r s o r t e n 

y e a r s , you can make some cha n g e s , r i g h t ? You can move 

c l o s e r t o wo r k , w o r k c l o s e r t o home, buy a more f u e l 

e f f i c i e n t v e h i c l e . 

I n t h e case o f   

e l e c t r i c i t y p r i c e s s t a y  f o r a l o n g  p e o p l e 

w o u l d I n v e s t  more e f f i c i e n t  u n i t s , 

t h e y w o u l d p u t t i m e r s on, t h e y w o u l d l e a r n t o t u r n o f f 

l i g h t s and change t h e i r b e h a v i o r . 

So  t h e l o n g t e r m , and   t r u e o f 

most t h i n g s , consumers a r e more s e n s i t i v e t o p r i c e 

I n c r e a s e s t h a n t h e y a r e  t h e s h o r t r u n . 

Q Okay. And t h e n a g a i n f o l l o w i n g up -- o r 

f o l l o w i n g up on q u e s t i o n s f r o m Mr. G a r c i a a b o u t 

a s s u m p t i o n s , and I l i k e d y o u r q u o t e a b o u t you assumed 
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t h e answer, so l e t me ask you t h i s : I t seemed t o me 

t h a t -- I mean, you know t h a t c o a l demand i s down and 

t h a t t h e r e a r e l o s s and t h e j o b s a r e l i k e 5,000 

l e s s c o a l m i n i n g j o b s i n E a s t e r n K e n t u c k y . I mean, 

a r e you aware o t t h a t g e n e r a l l y ? 

A G e n e r a l l y . I mean, t h e y d i d -- t h e r e 

was some comeback a tew y e a r s ago when c o a l p r i c e s 

jumped, and t h e r e was some s l i g h t i n c r e a s e i n c o a l 

employment a tew y e a r s ago. Perhaps i t ' s down now. 

And 

Q So  --

A -- o t c o u r s e , i n a s e c u l a r sense i t ' s 

been g o i n g down t o r 50, 60 y e a r s r e g a r d l e s s o t e n e r g y 

p r i c e s b e c a u s e o t a u t o m a t i o n and t h e t e c h n o l o g y o t 

e x t r a c t i o n , b u t go ahead. S o r r y . 

Q W e l l , i t I mean, so s p e c i t i c a l l y 

y o u ' r e n o t aware o t a l l t h e p u b l i c i t y c o m i n g o u t o t 

E a s t e r n K e n t u c k y a b o u t t h e l o s s o t c o a l m i n i n g j o b s 

b e c a u s e o t EPA and t h e low n a t u r a l gas p r i c e ? 

A I'm g e n e r a l l y aware --

Q Okay. 

A -- t h a t t h e r e ' s -- i t ' s v e r y h a r d t o 

b u i l d a c o a l - t i r e d p l a n t anymore and t h a t n a t u r a l gas 

i s v e r y i n e x p e n s i v e , and t h e r e ' s a l o t o f i n v e s t m e n t 

g o i n g i n t o e l e c t r i c i t y g e n e r a t i o n b ased on n a t u r a l 
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gas. I'm aware o f t h o s e t h i n g s , y e s . 

Q W e l l , i t j u s t seems as i f -- t h a t you 

assumed t h e answer as w e l l --

A Okay. 

Q -- t h a t and t h a t b e c a u s e t h e r e ' s n o t 

t h e c o a l m i n i n g j o b s , b e c a u s e t h e r e ' s n o t t h e demand 

f o r c o a l g e n e r a t i o n o f e l e c t r i c i t y , and i t seemed as 

i f i t ' s a f a l s e c o m p a r i s o n , and t h a t ' s my sense, o f 

n o t t o i n c l u d e t h e r e a l i t y on t h e g r o u n d i n E a s t e r n 

K e n t u c k y w i t h r e s p e c t t o t h e g e n e r a t i o n o f e l e c t r i c i t y 

f r o m c o a l and c o a l m i n i n g j o b s g e n e r a l l y . I guess 

t h a t ' s more o f a comment. I d o n ' t know i f you have 

any r e s p o n s e t o t h a t . 

A I guess one c o u l d a r g u e t h a t t h i s w o u l d 

a c c e l e r a t e t h e d e c l i n e i n c o a l j o b s i f you d i s p l a c e 

c o a l - f i r e d e l e c t r i c i t y w i t h b i o m a s s e l e c t r i c i t y . So 

i n t h a t sense my c o m p a r i s o n i s f a i r . 

 Of c o u r s e , a l o t o f i t i s d r i v e n by 

l e g a l r e q u i r e m e n t s w i t h r e s p e c t t o p o l l u t i o n , r i g h t ? 

A Yes, and t h a t ' s where my kn o w l e d g e 

r e a l l y g e t s f u z z y . I'm no e x p e r t on n a t i o n a l e n e r g y 

 

VICE-CHAIR GARDNER: Okay. T h a t ' s a l l I 

have t h a n k y o u . 

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634 



267 

EXAMINATION 

By C o m m i s s i o n e r B r e a t h i t t : 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q I have a  Dr. Coomes. I n y o u r 

e x h i b i t , y o u , on page 2, s t a t e t h a t -- you r e s t a t e 

t h a t K e n t u c k y Power Company and ecoPower Company have 

t e s t i f i e d t h a t t h e r e w i l l be a b o u t 30 f u l l - t i m e j o b s 

t o o p e r a t e t h e f a c i l i t y and 225 t i m b e r and t r u c k i n g 

j o b s . And d i d I h e a r you say t h a t y o u r e s t i m a t e s were 

a h u n d r e d j o b s , b u t you amended t h a t t o 85? Where am 

I g e t t i n g t h a t f r o m ? 

A T h a t ' s a s e p a r a t e -- we're c o n f u s i n g t wo 

i s s u e s . 

 Okay. W e l l , 1 -- can you c l e a r t h a t up 

f o r me, p l e a s e ? 

A S u r e . What y o u ' r e l o o k a t i s t h e j o b s 

a s s o c i a t e d w i t h p r o c u r i n g t h e f u e l and d e l i v e r i n g i t 

t o a f a c i l i t y --

Q  

A -- and g e n e r a t i n g e l e c t r i c i t y . So 

t h a t ' s one i s s u e . T h a t ' s t h e f i r s t p a r t o f my 

a n a l y s i s i s t o compare wood v e r s u s c o a l . 

Okay. The h u n d r e d j o b s we were t a l k i n g 

a b o u t j u s t now had t o do w i t h t h e n e g a t i v e i m p a c t o f 
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h i g h e r r e s i d e n t i a l e l e c t r i c i t y r a t e s on h o u s e h o l d s  

t h e r e g i o n and t h e n t h e y have l e s s money t o spend  

t h e i r c o m m u n i t y , w h i c h t h e n r e d u c e s employment. 

Q So  a l o s s ? Your a n a l y s i s c a l l s 

t h a t a -- s t a t e s t h a t as a l o s s ? 

A Sure. I t --

 And  -- where does t h e 85 come  

A The 85 was an a d j u s t m e n t I made --

Q Okay. 

A t o t h e h u n d r e d e s t i m a t e --

Q Okay. 

A -- u n d e r t h e a s s u m p t i o n t h a t c u s t o m e r s 

m i g h t s u b s t i t u t e  e l e c t r i c i t y p r i c e s  t h e y 

may p u r c h a s e l e s s e l e c t r i c i t y , see, so t h a t w o u l d f r e e 

up money t h a t t h e y c o u l d spend --

Q Okay. 

A --  a  way --

Q Okay. 

A --  t h e i r c o m m u n i t y . 

So t h e f i r s t a s s u m p t i o n was t h e y d o n ' t 

s u b s t i t u t e a t a l l , t h e y j u s t e a t t h e p r i c e I n c r e a s e s , 

and t h a t a b s o r b s a l o t o f t h e i r Income, w h i c h r e d u c e s 

t h e amount o f d o l l a r s  t h e i r c o m m u n i t y , r i g h t ? 

The s e c o n d a n a l y s i s , s u b a n a l y s l s I  

was a s s u m i n g t h a t t h e y  s u b s t i t u t e somewhat away 
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1 f r o m e l e c t r i c  and  w o u l d n ' t a b s o r b so much money. 

2 Q But on t h e l a s t page o f y o u r e x h i b i t you 

3 make a s t a t e m e n t , i f 1 may q u o t e f r o m i t , on page 3, 

  o n l y one p a r a g r a p h on t h a t page, " b u t 

5 c e r t a i n l y t h e r e g i o n a l e c o n o m i c I m p a c t s a r e n e g a t i v e . " 

6 And y o u r a n a l y s i s shows --

7 A I'm n o t s u r e e x a c t l y what y o u ' r e 

8 p o i n t i n g  b u t I know --

9 Q W e l l , t h e -- y o u r e x h i b i t . 

10 A —  t h e q u e s t i o n . 

11 Q Your —  y o u r — 

12 A Oh, I see. Of my p r e l i m i n a r y r e p o r t . 

13 Q Yes . 

14 A On page  

15 Q I t ' s y o u r f u l l r e p o r t , and  12 

16  

17 A Yes, ma'am. I have  I have  now. 

18 Q  

19 A So what I'm a d d r e s s i n g t h e r e  I'm 

20  s o m e t h i n g and  d i r e c t i o n a l I m p a c t 

21 even t h o u g h 1 c a n ' t q u a n t i f y  So I f e e l  I can 

22 q u a n t i f y t h e n e g a t i v e I m p a c t o f h i g h e r r a t e s on 

23 h o u s e h o l d s and t h e r e s i d e n t i a l c u s t o m e r s , b u t  w o u l d 

24 be a l o t o f work f o r me t o t r y t o e s t i m a t e t h e 

25 n e g a t i v e I m p a c t on c o m m e r c i a l c u s t o m e r s and I n d u s t r i a l 

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634 



270 

 

The i n d u s t r i a l   w o u l d 

c e r t a i n l y r a i s e t h e  o f them l e a v i n g t h e r e g i o n , 

s h u t t i n g down t h e i r p l a n t and m o v i n g t o a l o w e r c o s t 

e l e c t r i c i t y r e g i o n , b u t f o r me t o p r e d i c t w h i c h 

company o r w h i c h I n d u s t r y  a l m o s t I m p o s s i b l e , so 

t h a t ' s why I co u c h e d   more q u a l i t a t i v e 

s t a t e m e n t s . I t ' s c e r t a i n l y n e g a t i v e , I j u s t d o n ' t 

know how n e g a t i v e . 

COMMISSIONER BREATHITT: Okay. Thank 

 

EXAMINATION 

By C h a i r m a n A r m s t r o n g : 

Q D o c t o r Coomes,  t h e r e an I m p a c t on t h e 

q u a l i t y o f  f o r t h e p e o p l e who    a r e a 

o f s e r v i c e , b a s e d on y o u r s t u d i e s ? 

A W e l l ,  seems t o me t h e r e ' s two t h i n g s 

g o i n g on. F i r s t , t h e c o s t o f l i v i n g  g o i n g t o go up 

becaus e o f t h e h i g h e r e l e c t r i c i t y r a t e s , so t h a t h u r t s 

t h e s t a n d a r d o f l i v i n g , and  l o o k s   a b o u t a 
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$35 m i l l i o n h i t . 

On t h e p o s i t i v e s i d e , u n d e r t h e 

p r o p o n e n t ' s a s s u m p t i o n , t h e r e w o u l d be some more 

t i m b e r j o b s and some g e n e r a t i o n j o b s , so you have 

w h a t e v e r t h e number   m i l l i o n ,  m i l l i o n , 

$10 m i l l i o n w o r t h o f e x t r a p a y r o l l f r o m t h e b i o m a s s 

f a c i l i t y w h e t h e r  e x t r a o r n o t we can d e b a t e , 

b u t t h e r e   ~- v e r s u s a $35 m i l l i o n I n c r e a s e  

t h e c o s t o f l i v i n g , so --

Q Do you know t h e a v e r a g e pay o f a b i o m a s s 

 ? 

A No. I t h i n k  been  some 

t e s t i m o n y . The -- most o f t h e j o b s a r e  t h e 

t r u c k i n g I n d u s t r y and  t h e f o r e s t r y I n d u s t r i e s , and 

y o u ' r e l o o k i n g a t $12 an h o u r , $14 an h o u r , t h a t s o r t 

o f t h i n g , 4 o r $500 a week. And I ' v e g o t a c h a r t  

h e r e t h a t compares  t o c o a l , w h i c h  t h r e e t i m e s 

t h a t r a t e o f pay. So I d o n ' t know a b o u t t h e 

g e n e r a t i o n j o b s , b u t I'm s u r e t h e p r o p o n e n t s have a 

 

Q   n o t p e r t i n e n t . Mr. Coomes and I 

used t o work on t r y i n g t o a t t r a c t I n d u s t r i e s t o 

L o u i s v i l l e , and we us e d t o j u d g e  by ha m b u r g e r 

s t a n d s , d i d n ' t we? Would t h e r e be more M o r t o n 

S t e a k h o u s e s o r more McDonald's r e s t a u r a n t s  t h e 

McLENDON-KOGUT REPORTING SERVICE, LLC  585-5634 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

 

23 

24 

25 

s e r v i c e a r e a ? 

A W e l l , t h e l o g g i n g j o b s and t h e t r u c k i n g 

j o b s a r e n o t v e r y -- t h e y ' r e n o t  v e r y h i g h l y , so, 

you know, I'm s u r e somebody t h a t g e t s a   v e r y 

happy t o have  b u t -- and E a s t e r n K e n t u c k y  a 

l i t t l e d i f f e r e n t p o s i t i o n t h a n L o u i s v i l l e as f a r as 

need f o r j o b s , I a p p r e c i a t e t h a t . 

So I d o n ' t want t o demean t h e j o b s , I'm 

s u r e t h e y ' r e -- t h e y w o u l d be a  a d d i t i o n t o t h e 

r e g i o n a l economy. So I d o n ' t t h i n k t h e r e g i o n 

w o u l d -- I'm s u r e t h e r e g i o n w o u l d  t o have t h o s e 

 

CHAIRMAN ARMSTRONC: Thank y ou. 

*   

REDIRECT EXAMINATION 

By   

Q Dr. Coomes, j u s t a c o u p l e t h i n g s . I n 

d o i n g y o u r a n a l y s i s o r any a n a l y s i s o f t h e eco n o m i c 

I m p a c t s , you c a n n o t l o o k a t j u s t t h e g r o s s  o f 

e i t h e r p a r t o f t h e e q u a t i o n , t h e ecoPower j o b s v e r s u s 

t h e r a t e I n c r e a s e . Don't you have t o l o o k a t t h e n e t 
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A Yeah, t h e more  a p i c t u r e 

you t a k e , I t h i n k , t h e more r e l e v a n t   f o r p o l i c y , 

yes . 

Q Now, you d e s c r i b e d t h e E a s t e r n K e n t u c k y 

economy as a box. Do you r e c a l l t h a t ? 

A You can c h a r a c t e r i z e any r e g i o n a l 

economy as a box, and you draw t h e  g e n e r a l l y 

  case  b a s e d on a s e r v i c e t e r r i t o r y , so 

 a l m o s t a l e g a l  

G e n e r a l l y you s t a r t  c o m m u t i n g 

p a t t e r n s and l o o k a t where p e o p l e  and work and 

t h e n you draw y o u r box t h a t way, b u t however you want 

t o -- once you d e f i n e a r e g i o n a l economy f o r w h a t e v e r 

p u r p o s e , y ou can t h i n k o f  as a box, and t h a t box 

o n l y g e t s b i g g e r  more money  c o m i n g  t h a n  

g o i n g o u t , and t h a t ' s t h e m e t a p h o r I was t r y i n g t o 

 

Q T h a t ' s what I w a n t e d t o ask you. I f you 

have a -- assume t h a t $9 m i l l i o n  g o i n g  t h e 

box, t h e r e g i o n a l economy, f r o m a d d i t i o n a l wages, and 

35 t o 39 m i l l i o n  c o m i n g o u t because o f h i g h e r 

e l e c t r i c i t y c o s t s , t h a t box  s h r i n k i n g , c o r r e c t ? 

A T h a t w o u l d be my p r e d i c t i o n . 

Q And t h a t means t h e r e ' l l be l e s s j o b s 
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t o t a l , c o r r e c t ? 

A Yes . 

Q T h a t ' s b e c a u s e t h e r e ' s a m u l t i p l i e r 

e f f e c t on b o t h s i d e s o f t h e e q u a t i o n , as you have 

i n d i c a t e d , c o r r e c t ? 

A T h a t ' s t r u e . 

Q Where i s t h a t money g o i n g ? Where i s 

t h a t 35 t o $39 m i l l i o n g o i n g ? 

A W e l l , o b v i o u s l y t h a t w a s n ' t p a r t o f t h e 

scope o f what I e x a m i n e d , b u t based upon what I ' v e 

h e a r d t h e l a s t two d a y s , i f you've g o t , l e t ' s say 

$35 m i l l i o n i n new r e v e n u e s and y o u ' r e o n l y p a y i n g o u t 

6, 9, $10 m i l l i o n i n wages and s a l a r i e s , t h e r e s t o f 

 has t o go f o r c a p i t a l e q u i p m e n t and s u p p l i e s . 

T r u c k s  be p u r c h a s e d , c h a i n saws  be 

p u r c h a s e d , o t h e r t h i n g s t o o p e r a t e t h e p l a n t  be 

 

A l o t o f t h o s e t h i n g s -- most o f t h o s e 

t h i n g s a r e p r o b a b l y n o t made  E a s t e r n K e n t u c k y , 

w h i c h c r e a t e s  o f a l e a k a g e . So  you p u r c h a s e 

t r u c k s , l a r g e t r u c k s , I d o n ' t t h i n k t h e r e ' s a t r u c k 

f a c t o r y  E a s t e r n K e n t u c k y , so t h a t money  g o i n g t o 

w h e r e v e r t h e c o m m u n i t y  t h a t makes t r u c k s . C h a i n 

saws, t h e money  g o i n g t o t h e p l a n t t h e c o m m u n i t y 

t h a t has t h e p l a n t t h a t makes c h a i n saws. So you've 
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g o t a l e a k a g e t h e r e . U n l e s s you can e s t a b l i s h t h e 

f a c t t h a t a l l t h e t h i n g s t h a t go  r u n n i n g t h e 

p l a n t a r e p r o d u c e d  E a s t e r n K e n t u c k y , y o u ' v e g o t a 

l e a k a g e o f d o l l a r s . 

 W e l l , t h e -- t h e r e ' s no -- a b i o m a s s 

e l e c t r i c g e n e r a t i o n f a c i l i t y  a f a i r l y c o m p l i c a t e d 

p i e c e o f m a c h i n e r y ;  t h a t c o r r e c t ? 

A I d o n ' t t h i n k I ' v e e v e r seen one, b u t 

any g e n e r a t i n g p l a n t  —  y e s , i t ' s g o i n g t o be 

v e r y --

Q Do you — 

A --  

Q Do you know what p a r t o f t h e w o r l d 

t h o s e -- t h a t m a c h i n e  m a n u f a c t u r e d  

A No, b u t I d o n ' t b e l i e v e t h e r e ' s a 

t u r b i n e f a c t o r y  E a s t e r n K e n t u c k y . I ' v e n e v e r h e a r d 

o f  

Q Okay. I f y o u r c o n c l u s i o n  t h a t t h e 

box  -- t h e box  g e t t i n g s m a l l e r , t h e E a s t e r n 

K e n t u c k y economy  g e t t i n g s m a l l e r , o r w o u l d g e t 

s m a l l e r as a r e s u l t o f  t r a n s a c t i o n and t h e r e f o r e 

t h e r e w o u l d be a n e t j o b l o s s , can you e s t i m a t e how 

much t h e n e t  l o s s w o u l d be, o r you j u s t know 

d i r e c t i o n a l l y t h e r e w o u l d be a  l o s s ? 

A A c t u a l l y , I c o u l d , b u t I c a n ' t r i g h t 
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now. I f I had been a s k e d t h i s q u e s t i o n a week o r two 

ago, I c o u l d have done t h e c a l c u l a t i o n s and made a n e t 

e s t i m a t e o f  w h o l e t h i n g , b u t  was n e v e r 

c h a r a c t e r i z e d t h a t way u n t i l t h e l a s t day o r t w o , 

so --

Q But t h e r e w o u l d be a n e t    

y o u r o p i n i o n ? 

A T h a t w o u l d be my f o r e c a s t , s u r e . I f you 

t a k e t w i c e as much o u t as you p u t  t h e economy  

g e t s m a l l e r . 

MR. KURTZ: Thank y o u . Thank y o u , 

  

CHAIRMAN ARMSTRONC: A n y t h i n g ? 

MR. NCUYEN: No  Your Honor. 

CHAIRMAN ARMSTRONC: Thank  

Dr. Coomes. You ' r e e x c u s e d . 

MR. KURTZ: Your Honor, KIUC's l a s t 

w i t n e s s  Mr. K o l l e n . 

COMMISSIONER BREATHITT: Mr. C h a i r m a n , 

may we t a k e a  b r e a k ? 

CHAIRMAN ARMSTRONG: We're g o i n g t o t a k e 

a b o u t a f l v e - m l n u t e b r e a k and --

COMMISSIONER BREATHITT:  o r t e n . 

CHAIRMAN ARMSTRONC: Ten. 

COMMISSIONER BREATHITT: Thank y o u . 
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Thank you v e r y much. 

MR. OVERSTREET: Thank  

 

(Recess f r o m 11:47 a.m. t o 11:58 a.m.) 

CHAIRMAN ARMSTRONG: Back on t h e r e c o r d . 

MR. KURTZ: Oh, Your Honor, we c a l l Lane 

K o l l e n as o u r f i n a l w i t n e s s . 

LANE KOLLEN, c a l l e d by K e n t u c k y 

I n d u s t r i a l U t i l i t y C u s t o m e r s , I n c . , h a v i n g been f i r s t 

d u l y s w o r n, t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

By Mr. K u r t z : 

CHAIRMAN ARMSTRONG: Have a s e a t . Speak 

up l o u d and c l e a r . Your name? 

THE WITNESS: My name i s Lane K o l l e n . 

CHAIRMAN ARMSTRONC: What do you do, 

Mr. K o l l e n ? What do you do, Mr. K o l l e n ? 

THE WITNESS: I am an eco n o m i c 

c o n s u l t a n t and p r i n c i p a l  t h e  o f J. Kennedy 
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and A s s o c i a t e s . 

CHAIRMAN ARMSTRONC: L o c a t e d ? 

THE WITNESS: I n R o s w e l l , G e o r g i a , a 

n o r t h e r n s u b u r b o f A t l a n t a . 

CHAIRMAN ARMSTRONC: What b r i n g s you 

h e r e ? 

THE WITNESS: I'm h e r e t o t e s t i f y on 

b e h a l f o f KIUC i n o p p o s i t i o n t o t h e Company's r e q u e s t , 

u n n e c e s s a r y r a t e I n c r e a s e , c o m p l e t e l y a v o i d a b l e , f o r 

c a p a c i t y and e n e r g y t h a t  n o t needed. 

CHAIRMAN ARMSTRONC: Your w i t n e s s . 

MR. KURTZ: Thank  Your Honor. 

Q Mr. K o l l e n , do you have  f r o n t o f you 

a  D i r e c t T e s t i m o n y and E x h i b i t s o f Lane 

K o l l e n ? 

A I do. 

 Was  p r e p a r e d by you o r u n d e r y o u r 

 

A Yes . 

Q I f I were t o ask you t h e same q u e s t i o n s , 

w o u l d y o u r a n s w e r s be t h e same? 

A Yes . 

Q Any changes o r c o r r e c t i o n s ? 

A  

MR. KURTZ: Your Honor, I t e n d e r t h e 
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w i t n e s s f o r c r o s s . 

MR. GISH: Thank y o u , Mr. C h a i r m a n 

CHAIRMAN ARMSTRONC: Mr. C i s h . 

 

By Mr. C i s h : 

Q Cood m o r n i n g , Mr. K o l l e n . 

A Cood m o r n i n g . W e l l ,   --

Q Cood  

A -- f o r a b o u t 38 s e c o n d s , r i g h t . 

Q You o b v i o u s l y r e v i e w e d t h e REPA   

c a s e , c o r r e c t ? 

A P a r t s o f  

 And you r e v i e w e d S e c t i o n 6.1? 

A R e f r e s h my r e c o l l e c t i o n , p l e a s e . 

Q Mr. K o l l e n , I have handed you what  

E x h i b i t -- p a r t o f E x h i b i t  The v e r s i o n I 

handed t o you  l a b e l e d  b u t t h e 

m a t e r i a l s we a r e g o i n g t o d i s c u s s a r e n o t c o n f i d e n t i a l 

and t h e h i g h l i g h t i n g t h a t   h e r e  n o t 

c o n f i d e n t i a l   j u s t my h i g h l i g h t i n g . 

McLENDON-KOCUT REPORTINC SERVICE, LLC (502) 585-5634 



280 

And I p r o b a b l y s h o u l d have and I a p o l o g i z e f o r n o t 

u s i n g a d i f f e r e n t c o l o r t h a n y e l l o w . A r e you f a m i l i a r 

 S e c t i o n 6.1? 

A I have r e a d  

Q Okay. Have you r e v i e w e d S e c t i o n  

and S e c t i o n 6.1(D)? 

A I have r e a d them. 

Q And S e c t i o n  a l l o w s t h e Company t o 

t e r m i n a t e t h e REPA  t h e e v e n t t h a t t h e Commission 

t a k e s an a c t i o n , an o r d e r o r o t h e r w i s e , t o I n v a l i d a t e , 

t e r m i n a t e , r e v o k e , m o d i f y , o r d i s a l l o w o r has t h e 

e f f e c t o f d i s a l l o w i n g c o n c u r r e n t r e c o v e r y by t h e 

p u r c h a s e r o f an amount t h a t  g r e a t e r t h a n  

p e r c e n t o f a l l t h e c o s t s , r a t e s , t e r m s , and c o n d i t i o n s 

a s s o c i a t e d  t h e REPA;  t h a t c o r r e c t ? 

A Yes. T h a t ' s what  s a y s . 

Q And S e c t i o n 6.1(D) s i m i l a r l y a l l o w s t h e 

Company t o t e r m i n a t e , a g a i n w i t h o u t any f u r t h e r 

f i n a n c i a l o r o t h e r o b l i g a t i o n , t h e REPA  t h e e v e n t 

t h a t t h e Commission I n v a l i d a t e s , t e r m i n a t e s , r e v o k e s 

m o d i f i e s , o r d i s a l l o w s o r t a k e s an a c t i o n t h a t has t h e 

a c t i o n o f d i s a l l o w i n g c o n c u r r e n t r e c o v e r y by t h e 

 

 6.1(D)  s l i g h t l y d i f f e r e n t t h a n 

6.1(C)  t h e e f f e c t t h a t  g i v e s ecoPower t h e 
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o p p o r t u n i t y t o m i t i g a t e t h e i m p a c t o f t h e r a t e 

r e c o v e r y d e n i a l ;  t h a t c o r r e c t ? 

A G e n e r a l l y I t h i n k I w o u l d a g r e e  

t h a t . I'm a s s u m i n g t h a t y o u ' r e r e f e r r i n g t o t h e 

u n l e s s and u n t i l p r o v i s i o n  t h e m i d d l e o f t h e 

p a r a g r a p h ? The m u t u a l l y a c c e p t a b l e amendment? 

Q Yeah. C o r r e c t . 

A Okay. 

Q And  t h e e v e n t t h a t a -- t h e no 

m u t u a l l y a g r e e a b l e amendment t o t h e REPA  a g r e e d , o r 

t h e -- a -- t h e Commission d e n i e s m u t u a l l y amended --

o r , e x c u s e me, m u t u a l l y a g r e e a b l e amendment, t h e 

Company has t h e r i g h t t o t e r m i n a t e t h e REPA;  t h a t 

c o r r e c t ? 

A C o u l d you r e p e a t t h a t ? 

Q T h a t ' s a -- p r o b a b l y a l o n g --

A I t was  o f a messy q u e s t i o n . 

Q I'm  

A So --

 The --  t h e Company comes t o a 

 amendment t o t h e REPA t o a d d r e s s 

t h e f a c t t h a t t h e Commission has d e n i e d o r r e v o k e d o r 

m o d i f i e d t h e Company's a b i l i t y t o o b t a i n c o n c u r r e n t 

c o s t r e c o v e r y o f an amount l e s s t h a n  p e r c e n t o f 

t h e amount -- o f t h e c o s t  needs t o r e c o v e r , t h a t 
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amended REPA w o u l d be b r o u g h t t o t h e Commission, and 

i f t h e Commission d e n i e s t h a t REPA, t h e Company can 

t e r m i n a t e t h e amended REPA, t h e Company can 

t e r m i n a t e i t w i t h o u t f u r t h e r f i n a n c i a l o b l i g a t i o n ;  

t h a t c o r r e c t ? 

A The Company can t e r m i n a t e  t h e 

Commission does n o t p r o v i d e r e c o v e r y ; t h a t ' s c o r r e c t . 

Q • So t h e  S e c t i o n s  and 6 . i ( D ) g i v e 

t h e Company a r i g h t t o t e r m i n a t e  c o n c u r r e n t 

r e c o v e r y  d e n i e d , c o r r e c t ? 

A R i g h t . They p r o t e c t t h e Company on a 

r e c o v e r y b a s i s . 

Q And y o u ' r e f a m i l i a r  S e nate  46, 

c o r r e c t ? 

A Yes . 

Q Which has been c o d i f i e d a t KRS  

i s t h a t c o r r e c t ? 

A I'm n o t s u r e what t h e s u b p a r t i s , b u t 

 c e r t a i n l y  S e c t i o n 278. 

Q And can you t u r n t o page 16 o f y o u r 

 

A Yes . 

Q And can you r e a d l i n e s 6 t h r o u g h  and 

s t o p a f t e r " d e c i s i o n " ? 

A Yes. Q u e s t i o n : " S h o u l d t h e Commission 
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a p p l y a s t r i c t s c r u t i n y t e s t when a s s e s s i n g t h e 

Company's r e q u e s t t o e n t e r i n t o t h i s REPA and r e c o v e r 

t h e c o s t s t h e r e u n d e r ? " 

Answer, ( R e a d i n g ) Yes. A s t r i c t 

s c r u t i n y t e s t s h o u l d be a p p l i e d b e c a u s e o f t h e s p e c i a l 

r e g u l a t o r y t r e a t m e n t awarded t o biom a s s power p l a n t s 

by Senate  46. Under  new l a w , once a b i o m a s s 

power p l a n t  a p p r o v e d f o r r e c o v e r y f r o m r a t e p a y e r s , 

t h e C ommission can n e v e r r e v i s i t t h a t d e c i s i o n . 

Q  Senate  46, was p a s s e d 

u n a n i m o u s l y  t h e K e n t u c k y s t a t e l e g i s l a t u r e ;  t h a t 

c o r r e c t ? 

A I ' v e h e a r d t h a t . I d o n ' t know t h a t 

 

  was  t h e most r e c e n t l e g i s l a t i v e 

s e s s i o n ? 

A Yes . 

 And  t h e L e g i s l a t u r e mandate t h a t t h e 

Commission employ any h e i g h t e n e d s t a n d a r d o f r e v i e w 

f o r b i o m a s s a g r e e m e n t s , s t r i c t o r o t h e r w i s e ? 

A W e l l ,   s p e c i f y t h a t no r e c o v e r y 

s h a l l be a l l o w e d u n l e s s t h e f u l l c o s t o f t h e p u r c h a s e 

power a g r e e m e n t o v e r t h e f u l l t e r m o f t h e a g r e e m e n t , 

w h i c h s h a l l be I n c l u d e d as p a r t o f t h e a p p l i c a t i o n , 

have been f o u n d by t h e Commission t o be   
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and r e a s o n a b l e . 

And I -- you know, I t h i n k t h a t ' s 

c o n s i s t e n t w i t h t h e s t a n d a r d s t h a t t h e Commission has 

em p l o y e d p r e v i o u s l y  a s s e s s i n g o t h e r c o n t r a c t s , 

p u r c h a s e power c o n t r a c t s , REPA o r o t h e r w i s e . 

Q Okay. So t h e r e ' s no -- t h e r e ' s no 

mandate t o employ any h e i g h t e n e d s t a n d a r d  t h e 

 

A I'm n o t s u r e I w o u l d c a l l  a 

h e i g h t e n e d s t a n d a r d , b u t  does c o d i f y t h e s t a n d a r d 

t h a t t h e Commission has p r e v i o u s l y e m p l o y e d . 

0 So t h e -- and you f u r t h e r t e s t i f y t h a t 

t h e p r o h i b i t i o n a g a i n s t s u b s e q u e n t Commission r e v i e w 

w o u l d a p p e a r t o a p p l y even   l a t e r t u r n e d o u t t h e 

c o n t r a c t was p r o c u r e d by f r a u d , t h a t t h e r e was a 

change  t h e   l o w e r c o s t o f r e s o u r c e s were 

a v a i l a b l e , o r f o r any o t h e r s i g n i f i c a n t r e a s o n w h i c h 

we c a n n o t e n v i s i o n now;  t h a t c o r r e c t ? 

A Yes . 

Q Okay. And j u s t so we're c l e a r , nowhere 

 y o u r t e s t i m o n y do you a l l e g e any f r a u d  t h e 

p r o c u r e m e n t o f -- p r o c u r e m e n t o f  REPA, r i g h t ? 

A No. I must say, I d o n ' t know why t h e 

Company   b e f o r e t h e Commission p r o p o s i n g  

c o n t r a c t . I do n o t u n d e r s t a n d t h e r a t i o n a l e f o r  
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b u t I h a v e n ' t a l l e g e d any f r a u d o r any o t h e r 

d i s r e p u t a b l e a c t . 

Q Okay. So y o u r c o n c e r n , t h o u g h , i s t h a t 

i f t h e Commission a p p r o v e s t h i s -- t h e c o s t r e c o v e r y 

mechanism u n d e r t h i s REPA, t h a t i t can n e v e r be 

chan g e d ; i s t h a t c o r r e c t ? 

A W e l l ,  can n e v e r go down. Even t h o u g h 

t h e r e may be l o w e r c o s t r e s o u r c e s o r  l a t e r on  

d i s c o v e r e d t h a t t h e r e was f r a u d I n v o l v e d  t h e 

n e g o t i a t i o n o r t h e p r o c u r e m e n t o f  c o n t r a c t , 

t h e r e ' s j u s t no way t h a t  c o n t r a c t p r i c e can be 

m o d i f i e d , u n l e s s , f o r e x a m p l e , t h e Company were t o 

come  and ask f o r a r e o p e n e r , b u t c e r t a i n l y  

w o u l d n ' t be  t h e Company's I n t e r e s t t o t r y t o b r i n g 

 down. 

Q A l l r i g h t . But  -- j u s t so we're 

c l e a r , t h a t  t h e Commission a p p r o v e s t h e c o s t 

r e c o v e r y mechanism t h a t t h e Company  s e e k i n g f o r 

 b i o m a s s e n e r g y r e s o u r c e , u n d e r Senate  46, 

t h a t c a n n o t be changed f o r t h e f u l l t e r m o f t h e REPA; 

 t h a t c o r r e c t ? 

A W e l l , I'm n o t an a t t o r n e y , b u t t h a t ' s my 

u n d e r s t a n d i n g . I n o t h e r w o r d s , once t h e Commission 

s e t s  m o t i o n  a p p r o v a l o f  c o n t r a c t , t h a t ' s 

 u n l e s s t h e Company were t o come  and seek a 
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r e o p e n e r f o r w h a t e v e r r e a s o n . 

MR. GISH: No f u r t h e r  Your 

Honor -- o r Mr. C h a i r m a n . 

MS. HANS: No  Your Honor. 

MR. NGUYEN: No  Your Honor. 

VICE-CHAIR GARDNER: I have a c o u p l e 

 

  k 

EXAMINATION 

By V i c e - C h a i r G a r d n e r : 

Q Mr. K o l l e n , good a f t e r n o o n . 

A Good a f t e r n o o n . I t i s now a f t e r n o o n , 

yes . 

Q R i g h t . My f i r s t q u e s t i o n has t o do 

 were you h e r e when I was a s k i n g Mr. Wohnhas 

q u e s t i o n s y e s t e r d a y a b o u t t h e c a p a c i t y and t h e 

I m p u t a t i o n o r I m p l y i n g c a p a c i t y  t h e payments? 

A Yes, I was h e r e . 

Q Ckay. And so s p e c i f i c a l l y I'm l o o k i n g 

a t p a r a g r a p h 43 o f t h e amended a p p l i c a t i o n , w h i c h 

s t a t e s t h a t -- one o f t h e s e n t e n c e s  ( R e a d i n g )  
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i s done by i m p u t i n g a p o r t i o n o f t h e n e t p r e s e n t v a l u e 

o f t h e s t r e a m o f c a p a c i t y payments as a d e b t 

o b l i g a t i o n o f t h e u t i l i t y f o r p u r p o s e s o f e v a l u a t i n g 

t h e u t i l i t y ' s c r e d i t s t a t i s t i c s . 

I t h i n k t o d a y Mr. T a y l o r h e l p e d me 

u n d e r s t a n d  a l i t t l e  b e t t e r , b u t l e t me ask 

you  what I'm a b o u t t o say  what t h i s says and 

what you u n d e r s t a n d i t t o be, w h i c h  t h a t  t h e s e 

c o n t r a c t s , t h e s e a r e j u s t -- t h e p a y m e n t s , by 

a g r e e m e n t o f t h e p a r t i e s , do n o t b r e a k down t h e 

d i f f e r e n t component —  c omponents o f t h e s t r e a m o f 

money t h a t w o u l d be c o m i n g t o -- t h a t w o u l d be c o m i n g ; 

 t h a t c o r r e c t ? 

A Yes, t h a t ' s c o r r e c t . 

Q Okay. And t h e r e f o r e , one o f y o u r 

c o n c e r n s , and   what -- where you q u a n t i f i e d an 

I n c r e a s e  t h e c o s t f r o m 70 s o m e t h i n g t o 780 

s o m e t h i n g , I   t h a t  w o u l d , b e c a u s e o f 

t h a t , what  a p o s s i b i l i t y  t h a t , f i r s t o f a l l , 

t h e r e w o u l d be t h e amount t h a t ' s e n e r g y , t h e amount 

t h a t c a p a c i t y w o u l d be c a l c u l a t e d , I guess by t h e 

r a t i n g s a g e n c i e s --

A Yes. T h e r e ' s a S t a n d a r d & Poor's 

uses a s t a n d a r d 50 p e r c e n t r a t i o f o r t h a t , so --

Q Between e n e r g y and c a p a c i t y ? 
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A Yes, i t does. 

Q Oh, okay. 

A And, i n f a c t , t h a t ' s what t h e Company 

r e f l e c t e d . Mr. Wohnhas w a s n ' t q u i t e c o r r e c t y e s t e r d a y 

when he d e s c r i b e d t h i s as b e i n g my a n a l y s i s . I  

compute t h e e f f e c t on t h e r a t e I n c r e a s e , b u t t h e 

Company I t s e l f  t h e a n a l y s i s t o d e t e r m i n e t h e 

amount o f d e b t t h a t S t a n d a r d & Poor's w o u l d I m p u t e 

and --

Q Can b e f o r e do you t h a t --

A Uh-huh. 

 So t h e f i r s t s t e p   how much o f t h e 

payment  e n e r g y and how much  c a p a c i t y ? 

A Yes, t h a t ' s c o r r e c t . And S t a n d a r d & 

 --

Q I s t h a t 50/50? I s t h a t --

A Yes . 

Q -- what you have -- okay. 

A Yes . 

Q So now we know how much  --

A I s c a p a c i t y . 

 --  c a p a c i t y , and t h e Company a g r e e s 

 t h a t c a l c u l a t i o n ? 

A W e l l , t h e Company  t h e c a l c u l a t i o n --

Q Okay. 

McLENDON-KOGUT REPORTING SERVICE, LLC  585-5634 
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A -- and assumed 50 p e r c e n t . 

Q Okay. 

A And 

Q So t h e n e x t s t e p i s , once we've g o t t h a t 

s p l i t -- w e l l , how does t h e -- how do t h e RECs f i t 

i n t o t h a t i f i t ' s 50 

A They do n o t . 

Q Okay. So t h e r e ' s n o t a l l o c a t e d f o r 

t h e s e p u r   d i f f e r e n t p u r p o s e s t h a n what 

Mr. T a y l o r was t a l k i n g a b o u t ? 

A   

Q Okay. 

A   

Q So f o r p u r p o s e s o f  t h e e n t i r e 

payment  e i t h e r g o i n g t o be —  f o r S t a n d a r d & Po o r ' s 

  g o i n g t o be e i t h e r e n e r g y o r c a p a c i t y ? 

A Yes, t h a t ' s c o r r e c t . And S t a n d a r d & 

Poor's j u s t s i m p l y assumes a 50 p e r c e n t r a t i o . 

Q Okay. So now we know how much  

c a p a c i t y , how much o f t h e payments c o m i n g a r e 

c a p a c i t y , and t h e n t h e n e x t s t e p o r c o n c e r n  t h a t 

some o f t h a t has t o be a l l o c a t e d t o d e b t , b e c a u s e 

t h e r e -- because —  b e cause — 

A W e l l , t h e a s s u m p t i o n  t h a t t h e s e 

payment s t r e a m s r e p r e s e n t a d e b t e q u i v a l e n t  
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and so i f -- and t h i s i s t h e m e t h o d o l o g y t h a t t h e 

Company e m p l o y e d , w h i c h  c o n s i s t e n t  t h e S&P's 

m e t h o d o l o g y , b u t you p r o j e c t o u t f o r t h e l i f e t i m e o f 

t h e REPA t h e c a p a c i t y p o r t i o n o f t h e s t r e a m o f 

r e v e n u e s t h a t  be g o i n g t o t h e d e v e l o p e r and t h e n 

you d i s c o u n t t h a t b a c k a t a d e b t I n t e r e s t r a t e . T h a t 

t h e n  t h e d e b t e q u i v a l e n t . 

And t h e n what S t a n d a r d & Poor's does  

 a p p l i e s a  f a c t o r . And Mr. Wohnhas d e s c r i b e d 

   d i r e c t t e s t i m o n y , and I g e n e r a l l y a g r e e 

 t h a t ,  t h e e x c e p t i o n o f t h e  f a c t o r t h a t 

w o u l d be a p p l i e d . I t h i n k t h a t t h e minimum t h a t S&P's 

w o u l d a p p l y  a 25 p e r c e n t  f a c t o r , b u t t h e 

Company  a t e n p e r c e n t and a 25 p e r c e n t . And t h e n 

t h a t d e f i n e s , a c c o r d i n g t o t h e S t a n d a r d & Poor's 

m e t h o d o l o g y , t h e d e b t e q u i v a l e n t . 

And t h e n what I  was I j u s t  

" W e l l , what does t h a t t h e n c o s t c u s t o m e r s  you have 

t o add more e q u i t y  o r d e r t o o f f s e t t h e " --

Q I n o r d e r t o m a i n t a i n — 

A -- " I n c r e a s e  t h e d e b t ? " 

Q -- t h e same r a t i o ? 

A The same c a p i t a l s t r u c t u r e , r i g h t . 

Q Ckay. 

A And so t h a t was t h e a d d i t i o n a l 

McLENDCN-KCGUT REPORTING SERVICE, LLC (502) 585-5634 
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$4 m i l l i o n . T h a t was t h e p i e c e t h a t I computed. The 

Company computed t h e d e b t e q u i v a l e n t . 

Q Okay. And t h e n I have one more 

q u e s t i o n , and I r a i s e d  y e s t e r d a y . I t ' s on page 6 

o f y o u r d i r e c t t e s t i m o n y , and  has t o do  --

 y o u r p a r a g r a p h b e g i n n i n g  " S i x t h " and has t o 

do  o f f - s y s t e m s a l e s . And what you s t a t e h e r e --

so c u r r e n t l y — and   h a r d f o r me t o keep t h e s e  

my head, b u t c u r r e n t l y on o f f - s y s t e m s a l e s , 40 p e r c e n t 

goes t o t h e Company and 60 p e r c e n t t o t h e c u s t o m e r s ? 

A Yes, on t h e m a r g i n s . 

 R i g h t . R i g h t . 

A  o t h e r w o r d s , on t h e p r o f i t , r i g h t . 

Q R i g h t . So --

A And t h e r e ' s a base amount  base r a t e s , 

so we're o n l y t a l k i n g a b o u t t h e I n c r e m e n t , t h e 

I n c r e m e n t  m a r g i n s o r t h e d e c r e m e n t  m a r g i n s 

t h a t ' s s h a r e d 60/40. 

Q Okay. And  t h e s t i p u l a t i o n  

M i t c h e l l , t h e Company w o u l d r e c e i v e f o r t h e n e x t 

14 months o r 16 months o r w h a t e v e r   --

A S e v e n t e e n m o n t h s . 

Q -- t h e y w o u l d -- yeah, 17. They w o u l d 

r e c e i v e t h e e n t i r e amount above t h a t $16 m i l l i o n , 

$17 m i l l i o n f i g u r e ? 

McLENDCN-KCGUT REPCRTING SERVICE, LLC (502) 585-5634 
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A I b e l i e v e t h a t ' s c o r r e c t . The t h r e s h o l d 

may have been r a i s e d . 1 d o n ' t r e c a l l t h e s p e c i f i c s o f 

t h a t , b u t  w o u l d be a h u n d r e d p e r c e n t o v e r a 

t h r e s h o l d l e v e l . 

Q Okay. So  y o u r c o n c e r n t h a t --  

 p o i n t t h a t t h e y a r e b u i l d i n g e x t r a c a p a c i t y t h a t 

 needed, t h e r e f o r e , t h e y  be a b l e t o have 

s h o u l d have a d d i t i o n a l o f f - s y s t e m s a l e s above what 

t h e y need and t h e r e ' s no r e a s o n f o r them t o be a b l e t o 

r e t a i n , g o i n g f o r w a r d , 40 p e r c e n t o f t h e m a r g i n s ? 

A Yes. T h a t ' s c o r r e c t . T h a t ' s one 

f a c t o r . T h a t ' s one f a c t o r on t h e  h e r e . 

 C o r r e c t . But t h a t ' s what  f a c t o r 

 

A T h a t ' s c o r r e c t . Yes. 

Q Ckay.  you q u a n t l --  you do any 

s o r t o f e s t i m a t e as t o what t h a t m i g h t be? 

A I  n o t . I t w o u l d depend upon t h e 

PJM, you know, t h e a v e r a g e  e n e r g y 

p r i c i n g . B ut  you t h i n k t h a t -- keep   t h a t 

t h e e n e r g y p u r c h a s e d u n d e r t h e REPA  m u s t - r u n . I n 

o t h e r   l o a d e d f i r s t  t h e s y s t e m . T h a t 

moves e v e r y t h i n g e l s e up t h e s t a c k . And so t h a t means 

t h e r e ' s s i m p l y t h a t e q u i v a l e n t amount o f e n e r g y o r 

p e r h a p s even more, b e c a u s e y o u ' l l have l o w e r c o s t 
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e n e r g y a v a i l a b l e t o s e l l  t h e PJM m a r k e t . 

So t h e r e  be a d d i t i o n a l o f f - s y s t e m 

s a l e s m a r g i n s and t h e r e  be, more l i k e l y t h a n n o t , 

more t h a n j u s t t h e amount o f e n e r g y t h a t ' s b e i n g 

p u r c h a s e d u n d e r t h e REPA. 

Q Okay. Why f o r PJM p u r p o s e s   — 

w o u l d  be c o n s i d e r e d m u s t - r u n ? 

A W e l l , a c t u a l l y f o r p u r p o s e s o f t h e 

Company,   t h e way t h e i r e n e r g y l o a d i n g w o u l d be 

s t a c k e d . T h e y ' r e o b l i g a t e d t o p u r c h a s e  and t h a t 

j u s t -- w o u l d j u s t s i m p l y be t h e sequence. 

Q Okay. And t h e r e f o r e PJM r e c o g n i z e s t h a t 

b i l a t e r a l a g r e e m e n t where t h e y ' r e — 

A Yes . 

Q -- r e q u i r e d t o do  and t h e r e f o r e t h a t 

w o u l d be s t a c k e d f i r s t ? 

A Yes, t h a t ' s c o r r e c t . 

VICE-CHAIR GARDNER: Okay. T h a t ' s a l l I 

have. Thank you so much. 

COMMISSIONER BREATHITT: No q u e s t i o n s . 

MR. KURTZ: Your Honor, I have no 

 

MR. NGUYEN: No f u r t h e r  Your 

 

CHAIRMAN ARMSTRONC: Thank  
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Mr. K o l l e n . You're e x c u s e d . 

THE WITNESS: Thank  Your Honor. 

CHAIRMAN ARMSTRONG: A n y t h i n g e l s e ? 

MR. KURTZ: No more  Your 

 

MS. HANS: None h e r e . 

CHAIRMAN ARMSTRONC: Has t h e r e been any 

ag r e e m e n t , Quang, on --

MR. NGUYEN: P o s t - h e a r i n g d a t a r e q u e s t s 

o r  Your Honor? 

CHAIRMAN ARMSTRONC: Yes. 

MR. NGUYEN: No, we have n o t sp o k e n 

a b o u t t h a t , b u t t h e r e ' s o n l y a l i m i t e d number o f 

p o s t - h e a r i n g d a t a r e q u e s t s t h a t --

MR. OVERSTREET: R i g h t . 

MR. NCUYEN: So --

MR. OVERSTREET: You t e l l me, Quang. 

MR. NCUYEN: How a b o u t t wo weeks, t h e 

13 t h ? 

MR. OVERSTREET: T h a t w o u l d be g r e a t . 

MR. NGUYEN: And t h e n b r i e f s , 

s i m u l t a n e o u s b r i e f s , t e n days a f t e r t h a t , t h e 2 3 r d ? 

MR.  T h a t w o u l d be  f o r t h e 

 

MR. NCUYEN: T h a t ' s on a Monday. 
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MR. KURTZ: K u r t ? 

Yeah, Quang, t h a t ' s g r e a t . Thank y o u . 

CHAIRMAN ARMSTRONG: Once a g a i n . 

MR. NGUYEN: Responses t o p o s t - h e a r i n g 

d a t a r e q u e s t s September 1 3 t h and p o s t - h e a r i n g b r i e f s 

s i m u l t a n e o u s September 2 3 r d . 

MR. OVERSTREET: T h a t w o u l d be  

Your Honor. 

CHAIRMAN ARMSTRONG: Okay.  Thank 

you a l l . We  a d j o u r n . 

( H e a r i n g a d j o u r n e d a t 12:18 p.m.) 

*   
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STATE OF KENTUCKY 

SS . 

COUNTY OF JEFFERSON 

I , L a u r a J. K o g u t , N o t a r y P u b l i c w i t h i n 

and f o r t h e S t a t e a t L a r g e , my c o m m i s s i o n as su c h 

e x p i r i n g 25 J u l y 2015, do h e r e b y c e r t i f y t h a t t h e 

f o r e g o i n g h e a r i n g was t a k e n a t t h e  and p l a c e 

s t a t e d and f o r t h e p u r p o s e  t h e c a p t i o n s t a t e d ; t h a t 

w i t n e s s e s were f i r s t d u l y s w o r n t o t e l l t h e t r u t h , t h e 

w h o l e t r u t h , and n o t h i n g b u t t h e t r u t h ; t h a t t h e 

h e a r i n g was r e d u c e d t o s h o r t h a n d w r i t i n g  t h e 

p r e s e n c e o f t h e w i t n e s s e s ; t h a t t h e f o r e g o i n g  a 

f u l l , t r u e , and c o r r e c t t r a n s c r i p t o f t h e h e a r i n g t o 

t h e b e s t o f my a b i l i t y ; t h a t t h e a p p e a r a n c e s were as 

s t a t e d  t h e c a p t i o n . 

WITNESS my hand  5 t h day o f 

September 2013. 

R e g i s t e r e d   
C e r t i f i e d  R e p o r t e r 
KY COR  
N o t a r y P u b l i c , S t a t e a t L a r g e 

McLENDON-KOGUT REPORTING SERVICE, LLC (502) 585-5634 


